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By Roger Arnebergh 
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The Great White Coal Myth 
By Alfred M. Cooper 
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The Fuller Brush Man Takes a 
Utility Job 
By James H. Collins 





AKE ADVANTAGE OF 


DELTA-STAR’S SUBSTATION EXPERIENCE 


th reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 

DELTA-STAR has the knowledge based on proved 
design and engineering skill, and has worked out 
a practical standardized system of handling 
which reduces the time required for planning, 
fabrication and shipment to a minimum. 


DELTA-STAR has the facilities. Component parts 


for equipment are in stock ready for assembly. 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a “‘custom”’ fit. 


Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection. 


We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery. 
Contact factory or nearest district office. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STA® 


DELTA-STAR ELECTRIC DIVISIO’ 





H. K. PORTER COMPANY, INC. 


2437 FULTON STREET, CHICAGO 12, ILLINOIS % 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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Huge steel plates 42 feet long are formed into sections 
of massive boiler drums on a new press installed by 
Babcock & Wilcox. Largest ever built for this purpose, 
the press is speeding fabrication of power plant boilers 
by considerably reducing total plate bending time and 
permitting use of fewer and larger boiler drum sections, 
thus eliminating welding and X-raying of additional 
seams required when smaller plates are used. The new 
press, designed and under construction in advance of 
the electric companies’ record power expansion, bends 
thicker boiler drum plate than does any other equip- 
ment now in operation, and enables B&W to build 
steam generating units for the highest pressure and 
temperature conditions that may be anticipated. 


This mammoth draw bench installed by 
Babcock & Wilcox introduces into America 
a unique method for faster forming of 
headers and other seamless hollow forgings 
for the high pressure and temperature con- 
ditions in modern steam generating units. 
This method uses less steel, is quicker and 
more flexible than previous procedures . . . 
heavy-wall piping and hollow boiler parts 
up to 35 inches outside diameter with 41/,- 
inch walls and 22 feet long are forged with 


great speed. 








“speeding MORE POWER for America 


y 





Highlighting.a multi-million dollar expansion program at 
Babcock & Wilcox are two new giant machines to speed 
production of steam generating equipment for America’s 
electric companies. Along with other new production 
facilities, more trained personnel, and three additional 
plants, these new machines are geared to forecasts of, 

and B&W’s faith in, power’s future. 

















HE very day after President Eisen- 

hower took office, a short but sig- 
nificant debate originated on the Senate 
floor in connection with confirming the 
former governor of Oregon, Douglas 
McKay, to be the new Secretary of In- 
terior. The actual voice vote was unani- 
mous on the confirmation, But a number 
of Senators registered their opposition 
to some frank and forthright statements 
by Secretary McKay. 


THE significance of this opposition 
lies in the fact that McKay served notice 
that he was going to treat publicly and 
privately owned utilities alike, without 
special preference or favor. Thus, while 
conceding that the so-called “preference 
clause” requires the Secretary of In- 
terior to give publicly owned power 
agencies and co-ops first call on the sale 
of power from Federal projects, McKay 
said he did not think that that law should 
be used as a form of discrimination 
against the customers of business-man- 
aged utilities in case of shortage. 


THIs is such a notable departure from 
the attitude of McKay’s predecessor, 
former Interior Secretary Chapman, that 
the public ownership bloc in the Senate 
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ROGER ARNEBERGH 


was alarmed. Both Democratic Senators 
from Washington, Magnuson and Jack- 
son ; the New Deal wheel horse, Lehman 
of New York; and the unpredictable 
Oregon maverick, Senator Morse, went 
on record in opposing any change from 
the line taken by Chapman, And the line 
taken by Chapman was such an extreme 
interpretation of the preference clause as 
to amount to an exclusive priority in the 
sale of Federal power to public agencies, 
almost postulating the establishment and 
operation of publicly owned power agen- 
cies. McKay’s statements and the dis- 
senting views of the public power bloc 
Senators are reviewed in the “What 
Others Think” department of this issue, 
page 248. 


F course, McKay was not without 
his champions, notably his own 
Senator, Cordon (Republican, Oregon). 
In all probability a majority of the Sen- 
ate will line up likewise when the chips 
are down on forthcoming test votes. All 
of which shows that we are in for some 
interesting changes in the climate 
around Washington, which has so often 
in the past been one of open hostility to 
the privately owned electric utilities and 
others. 











February 12, 1953 Public Utilities Fortnightly 





@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money . . . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


ONE WALL STREET . 


Capital Funds over $121,000,000 








What goes on at this Round Table? 


‘Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 

These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Wituram N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Tom P. WaLkeEr, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





THIs coming of a new orientation in 
Federal-business relations is also viewed 
as providing an opportunity for public 
utility industries to consolidate public 
relations. In the leading feature article 
in this issue, FRANK C. SULLIVAN, well- 
known public relations consultant of San 
Francisco, California, suggests that they 
might go further and “move into an ag- 
gressive position from the standpoint of 
advancing their interests and the inter- 


ests of private enterprise generally.” 


WHATEVER the direction the new ad- 
ministration takes, right, left, or center, 


the continuing necessity for private utili- 
ties of all kinds to strengthen and im- 
prove their cordial relations with the 
consuming public is apparent. Mr. Sut- 
LIVAN reminds us that administrations 
may come and go over the years, but the 
enterprise system and the utility busi- 
ness remain subject to the good will of 
the American public. 


* * * * 


Bes the criticism fairly be made that 
a regulatory commission even sub- 
consciously decides rate cases on the 
basis that there are more voting utility 
customers than utility investors? In his 
article beginning on page 210, RoceEr 
ARNEBERGH, who has had years of ex- 
perience in handling matters before the 
California commission on behalf of the 
city of Los Angeles, gives us a positively 
negative reaction. 


Mr. ARNEBERGH, who is a native of 
St. Paul, Minnesota, is a graduate of 
LaSalle University (LLB, ’35). He be- 
came a member of the Los Angeles bar 
and practiced insurance law between 
1937 and 1941 when he became assistant 
city attorney of Los Angeles. Since then 
he has represented the city in numerous 
utility rate cases before the California 
commission and in the courts. He has 
also been active in Republican politics 
in the Los Angeles area. 


* * * * 


 ¢ recent years the budget demands of 
the Tennessee Valley Authority and 
other government power agencies have 
pretty well disposed of the old idea that 
the Federal government was chiefly con- 
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cerned in developing cheap water power 
which otherwise would not be utilized. 
Before the end of next year more than 
half of TVA’s generating capacity will 
be in steam plants using coal fuel, Other 
Federal and local government plants are 
following suit. ALFRED M. Cooper of 
Hollywood, Cailfornia, author of busi- 
ness articles, has analyzed this transition 
from hydro to fuel generation in his ar- 
ticle beginning on page 217. 


* * * * 


gprs by coincidence, but probably 
symptomatic of something or other, 
it is an odd fact that all four of our fea- 
tured authors in this issue happen to be 
Californians—that is to say, they are now 
Californians—who followed the course 
of the setting sun early in their lives. 


THE fourth feature is by that well- 
known business writer and editor of 
southern California whose articles have 
become a favorite with many of our read- 
ers. JAMES H. Cottins, in his article be- 
ginning on page 225, takes up an impor- 
tant public relations problem of natural 
gas companies engaged in pipeline con- 
struction. 


THE next number of this magazine 
will be out February 26th. 


K, Gettin. 
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?fhiow Many? How Often? 





Answered with 
the Remington Rand 
Printing Calculator 


There’s an awful lot of figuring in the development and 
maintenance of consumer services like water, gas, light 
and power. How much? How many? How often? This kind 
of figuring you do fastest and most efficiently on the 
Remington Rand Printing Calculator. 

Why? Because the Printing Calculator, with its 10-key 
touch control keyboard, is really two machines in one. 
Because it provides automatic division and short-cut mul- 
tiplication plus split-second addition and subtraction. 
Because the printed tape is your permanent record and a 
positive proof of accuracy that you don’t have to check by 
re-run. The Remington Rand Printing Calculator saves 
you time and money! 


Call your Remington 
Rand representative 
for a demonstration in 
your own office, or 
write on your letter- 
head to Remington 
Rand Inc., Room 2628, 
315 Fourth Avenue, 
New York 10, N.Y., for 
a free descriptive 
booklet, AC 639. 


—. 
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Coming IN THE NEXT ISSUE 


* 


MODERN PROOF OF THE PRESENT VALUE RATE BASE 


Under pressure of inflation, a number of state commissions have been asked 
to give special consideration to the factor of present fair value in determin- 
ing a base for fixing utility rates. The author of this article, Jay Samuel 
Hartt, the well-known consulting engineer of Chicago, tells us a simple way 
to trend electric utility costs through price indices. Not only does he make 
a presentation of modern technique in proving the present value rate base, 
but he gives reasons for its use at this time. He answers claims made by 
critics of the present value rate base that the same property would not be 
reproduced and that new equipment would be more effective. By using a 
calculated deduction for obsolescence, the author feels he has met these 
objections. 


A BUMPER CROP OF GAS COMPRESSOR STATIONS? 


An important part of the gas industry's dynamic postwar growth is repre- 
sented in compressor stations and related facilities. Anyone who wants to 
know how much emphasis natural gas transmission companies are placing 
on the compressor station, its employee morale, and other collateral circum- 
stances, will get the information in this article by Larston D. Farrar, Wash- 
ington writer of business articles. Expansion of facilities to “push"’ gas is a 
saga of terrific changes and improvements in natural gas pipeline growth 
all over the nation. 


AREA DEVELOPMENT PROGRAM FOR UTILITIES 


THE 


A | $O .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


The economic welfare of any utility company depends upon the prosperity 
of the area it serves. This may sound trite, but the actual cultivation by a 
utility of community or area growth can be a matter of considerable con- 
cern, because, granted the objective, there are so many ways to do it. 
One way which is apparently working out is described in this article by 
Daniel L. Diehl, manager of the area development department of the 
Pennsylvania Power & Light Company. It is a plan designed to produce 
community service, and also, incidentally, to produce customers and aug- 
ment the value of the service as a whole. 


PLACE OF HYDRO POWER TODAY 

Whatever direction the new Eisenhower administration takes, with respect 
to Federal power project development, a tremendous investment in such 
facilities is already an accomplished fact. Plans are proposed, and con- 
gressional committees investigate, but the problem of whet to do about 
Federal hydro plants still remains, for complete solution. John P. Callahan, 
of The New York Times, has made a brief study of the probable place of 
the hydro plant in the future of electric service, in the light of both political 
developments and atomic energy. 


* 


executives, financial experts, employees, investors, and others. 
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Just. half 








That’s right! 





We can do your bill analysis for just about one-half of 
what it costs a utility to have the same work done in its 
own offices. 


Here’s why: 


You see, consumers’ bill analysis is one of our day-in-and- 
day-out specialties. Our unique Bill Frequency Analyzer 
machines analyze as many as 200,000 bills each day. 


This equipment is at your disposal—and you pay only 
for the time these machines are working for you. No 
temporary staffs for you. No overtime costs. No headaches. 


Wouldn’t you like more of the details? Just send for “The 
One Step Method of Bill Analysis” which describes the 
services more fully. Why not drop us a note now? 


P.S. If you use punched cards for 
billing, we are also equipped to make 
your analyses from them. 


Saves 50% in time and money! 
This Bill Frequency Analyzer—developed especially for 


utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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BENJAMIN H. NAMM 
President, Namm-Loeser’s. 


Harrey L. Lurz 
Professor emeritus of public 
finance, Princeton University. 


EuGeNne G. GRACE 
Chairman, Bethlehem Steel 
Corporation. 


DecHarp A. Hutcy 
President, Lone Star Gas 
Company. 


CARROLL M. SHANKS 
President, Prudential Insurance 
Company of America. 


Georce L. HARDING 
Secretary and treasurer, Pacific 


Telephone & Telegraph Company. 


Louris B. SELTZER 
Editor, Cleveland Press. 


Ewinc T. Boies 
President, Investment Bankers 
Association. 
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“There never was in the world two opinions alike.” 





—MONTAIGNE 





“We have been anesthesized by hidden taxes, hypno- 
tized by indirect taxes, and pulverized by camouflaged 
taxes.” 

* 

“The stories out of Washington about the wasteful em- 
ployment conditions in many departments and agencies 
are far from funny—they are tragic.” 


> 


“Let management, employees, and their authorized 
representatives, together with all other elements of the 
nation, get on with the job of making an ever-growing 
and sounder America.” 


* 


“We have reached our present state of well-being in 
spite of too much government, in spite of confiscatory 
taxes, in spite of controls, in spite of hampering and 
hobbling the free market.” 


* 


“The basic rules to stabilize the economy are simple 
and well known. But they are infinitely more difficult to 
put into effect and carry out than the easy way of infla- 
tionary palliatives pursued to date.” 


* 


“We have seen controls extended over nearly every 
phase of our economic activities. Business has been har- 
assed and restricted, and its motives have been misrepre- 
sented. Profits have been criticized as unsocial and ex- 
cessive.” 

ee 

“American business is abundant with financial, pro- 
ductive, inventive, promotive, and merchandising geniuses, 
but short in an alarming measure of leaders imaginative 
enough, articulate enough, courageous enough to take the 
phenomenal story of American business to the people.” 


* 


“Today we are supplying the industrial economy with 
some $6 billion to $7 billion of capital, whereas the econo- 
my is in need of two or three times that amount of cap- 
ital. We are sagacious enough to know that at any time 
private capital cannot or will not do the job that needs 
to be done, the government has a way of moving into such 
a vacuum.” 
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For LOW-COST DEPENDABLE steam, 
UPJOHN burns COAL the modern way! 








Upjohn's new 
pharmaceutical plant 
which includes units 

for production of 
penicillin and 

cortisone, as well 

as some 700 other 
pharmaceutical products, 
relies on coal for 


dependable steam! 











The firing aisle of Upjohn’s no dust or smoke nuisances, thanks to the dust- 
ultramodern steam plant. collecting and cinder re-injection system. Ash han- 
This plant supplies steam, cleanly and efficiently, dling is fully automatic. These 3 boilers, plus a 
at only 40c to 42c per 1,000 Ibs. for the Portage fourth recently installed (not illustrated), deliver 
Road Plant near Kalamazoo, Michigan. There are up to 115,000 Ibs. steam per hour at peak load. 
Whether you're building a new plant or moderniz- If you operate a steam plant, you can't 
ing an older one, you can count on coal for afford to ignore these facts! 
dependability and low-cost operation. COAL in most places is today's lowest-cost fuel. 
Here’s why: Up-to-date coal-burning equipment COAL resources le America ere adequate for 
can give you 10% to 40% more steam per dollar. ne anne ee ee ee 
poet at “yee 3 +“ yates COAL production in the U.S.A. is highly mech- 
atic coal- and ash-handling systems can cut anized and by far the most efficient in 
your labor cost to a minimum. Let a consulting the world. 
engineer show you how a modern coal installation, COAL prtoce Ta” ae re 
tailored fo specifi > 
aa r your specific needs, can save you real COOL & tects Gb eeetion. 
: : COAL is the fuel that industry counts on more 
Here’s something else, too—of all fuels, coal -_ as ey a madera combustion 
. A ° : : and ha uipment, the inherent ad- 
alone has virtually inexhaustible resources. This, vantages aad [peepared ooal Galt aaaie 
plus the fact that America’s highly mechanized coal bigger savings. 
industry i i i ; 
ustry is the most efficient in the world, assures BITUMINOUS COAL INSTITUTE 
you of a dependable supply of coal at relatively 


. A Department of National Coal Association, 
stable prices now and for years to come. Washington, D. C. 


FOR HIGH EFFICIENCY FOR LOW COST 


YOU CAN COUNT ON COAL! 









EpiroriAL STATEMENT 
The Wall Street Journal. 


WALLACE F, BENNETT 
U. S. Senator from Utah. 


HARLAND C. STocK WELL 
Executive secretary, The Civic 
Federation of Chicago. 


Leo WoLMAN 
Professor of economics, 
Columbia University. 


Harotp F. HAMMOND 
Manager, transportation and com- 
munications department, Chamber 
of Commerce of the United States. 


ALAN H. TEMPLE 
Vice president, National City Bank 
of New York. 


BENJAMIN F. Farr_ess 
President, United States Steel 
Corporation. 
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REMARKABLE REMARKS—( Continued) 


“The plain fact is that good government comes from 
good men. A well-organized governmental machine is de- 
sirable; it helps them give good government more effi- 
ciently. But it is the men and not the machine that pro- 
vide the product.” 


* 


“[The people] have tentatively agreed to take another 
look at private enterprise, to see whether the things we 
have been telling them are correct. They are not going 
to trust themselves very far from the shores of govern- 
ment paternalism until they see what free enterprise can 
do.” 


> 


“I firmly believe that the present crushing, incentive- 
killing, liberty-destroying tax load can lead only to So- 
cialism—which in turn is but a step from some sort of 
totalitarianism—whether Communist or Fascist does not 
make much difference. They are equally bad.” 


oa 


“If we are to aim for peace and constructive relations 
between employees and business, we must first decide the 
goal of our public policy. Is it to protect the rights and 
liberties of the individual, or is it to use the prestige and 
force of government to enhance the power of organized 
labor?” 

* 
‘... for the first time in years, there exists a real op- 
portunity for more philosophy of the business executive 
to be applied in the operations and policies of our gov- 


‘ 


ernment. .. . to achieve and hold this business viewpoint 
in government will not be an easy matter.” 
> 


“About half of the oratory which we are hearing... 
seeks to convince the country that our present state 
of ‘prosperity’ is genuine and resting on strong founda- 
tions. The other half suggests that we are merely enjoying 
inflationary illusions which will be unhappily exposed be- 
cause government supports and inflationary policies will 
eventually become powerless to keep the boom going. 
Sooner or later the country will find out which, if either, 
of these views is correct.” 


* 


“If a business grows—if it increases its efficiency, its 
production, and its service—the government says: That's 
just too bad. It’ll cost you a penalty of 82 per cent. And 
if a business does not grow—if its earnings are just what 
they averaged several years ago—it still must pay the 
government that 82 per cent tax on one-sixth of its normal 
peacetime profits. So I submit, the so-called excess profits 
tax is a destructive tax, dishonestly named. It is not, as 
its name implies, a tax on excessive profits. It is an ex- 
cessive tax upon normal profits, on business efficiency, 
on industrial growth, and on public service.” 


f Febr 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


$22,000,000 
The Ohio Power Company 


First Mortgage Bonds, 334% Series due 1983 


Dated January 1, 1953 Due January 1, 1983 


Price 102.625% and accrued interest 





The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
BEAR, STEARNS & CO. DICK & MERLE-SMITH EQUITABLE SECURITIES CORPORATION 
SCHOELLKOPF, HUTTON & POMEROY, INC. AMERICAN SECURITIES CORPORATION 


BAXTER, WILLIAMS & CO. BACHE & CO. STROUD & COMPANY 
GREGORY & SON THE MILWAUKEE COMPANY THE ILLINOIS COMPANY 
INCORPORATED 








January 22, 1953 




















Today industry thinking progressively, 
turns confidently to the independent 
consulting engineering organization for 
forward-looking guidance in working out 
modernization programs, new plant de- 
signs, expansions, flexibility, and related 
problems. 

The Peter F. Loftus Corporation makes 
| available in a single service the coordi- 
Hh nated skills and talents of leading engineers 
IN in all fields. A recent booklet outlines this 
U; SS service in detail and pictures many proj- 
i=. \—seets_ served in cooperation with plant 
engineers and executives including utilities, 
industrial and commercial clients, institu- 
tions, mining and colliery, national, state, 
county authorities. 





















Peter F. Loftus Corporation 


Established 1923 
ENGINEERING CONSULTANTS 


BANK Bi 4 - F BURG 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 8,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 





Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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OVER 6 YEARS 
PROOF OF PERFORMANCE 














SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Public Service Co. of New Mexico 
Hydro Electric System, Winnipeg 
Light & Water Department, Columbus, Miss. 
Northwestern Electric Coop., Okla. 
Corn Belt Electric Coop., Bloomington, Ill. 
The California Electric Power Co., Riverside 
The Dayton Power and Light Co. 
Peoples Gas, Light and Coke Co., Chicago 
Portland General Electric Co., Portland, Ore. 


Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 








YOU CAN 
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Heavy Duty Automotive Electric Equipment for Ov 





Since 1946 Leece-Neville AC-DC Alter- 


nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 
demands are high, L-N Alternators give: 
@ 25 to 35 amps with engine idling 
e ample capacity to carry the 
entire electrical accessory load 
e fully charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 
Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 


. all the facts. The Leece-Neville Company, 


Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 


er GS Yea 








Public Utilities Fortnightly 


February 12, 1953 




















This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


200,000 Shares 
Louisville Gas and Electric Company 


(a Kentucky corporation ) 
Common Stock 
(without par value) 


The Company is offering the above-mentioned additional shares to the 
holders of its outstanding Common Stock of record at the close of business 
on January 29, 1953, subject to the terms and conditions set forth in the 
Prospectus. The Subscription Offer will expire at 2:00 P.M., Central 
Standard Time, February 17, 1953. 


Subscription Price to Warrant Holders 
$36.50 per Share 


Before and after the expiration of the Warrants, the several Underwriters 
may offer and sell shares of Common Stock pursuant to the terms and 
conditions set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State only from such of the under- 
signed several Underwriters as may lawfully offer the securities in such State. 


Lehman Brothers Blyth €¥ Co., Inc. 

J. J. B. Hilliard &* Son Merrill Lynch, Pierce, Fenner &* Beane 
Stein Bros. €* Boyce Almstedt Brothers The Bankers Bond Co. Inc. 
O’Neal, Alden €¥% Co., Inc. The Kentucky Company 
Berwyn T. Moore €% Company, Inc. Security €* Bond Company 


Wagner, Reid and Ebinger, Inc. Goodbody &¥ Co. 
Smart, Clowes €% Oswald, Inc. W. L. Lyons &¥ Co. 
F. L. Dupree €% Co. Russell, Long €? Company 


February 3, 1953. 
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Rural Electrification Engineering 


By Unus F. Earp 
Associate Agricultural Engineer, _ 
Virginia Agricultural Experiment Station 


313 pages, 6x? 
278 ‘illustrations, $4.00 


McGraw-Hill Publications in 
Agricultural Engineering 

Here is a new book which 
provides practical answers to 
problems covering the de- 
sign, construction, operation and maintenance of 
rural electric systems. Comprehensive treatment 
is given to electrical fundamentals, types and 
materials of construction and mechanical design 
for rural lines. It covers the application of 
electric motors, switches, controls and electron- 
ics, and modern techniques used in organizing 
and administering a rural electrification pro- 
gram. You'll also find helpful information on 
heat, radiation and electrical measurements. 

Using numerous photographs and drawings, 
this book pictures typical types of construction, 
tells how to select construction materials such 
as poles, insulators, conductors, etc., how to 
solve mechanical problems and maintain highest 
quality construction. Provides an understanding 
of techniques of anchoring a guy to the ground, 
providing for lightning protection, determining 
voltage drops, and making unit line cost esti- 
mates, etc. 
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; — : Public the 
TRUTH ABOUT © 
TRUCK TAXES! - 
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Powertul, Eye- 
Arresting Truck 
Decal Sign! 


Yellow end Block— 
Actvol Size 12” x 16" 


Here is Meyercord’s contribution to a much needed wide- 
scale coordinated industry effort to answer WITH FACTS the 
tremendous press, magazine, radio and television campaign 
directed against the nation's truckers. This colorful Decal 
Truck Sign, displayed prominently on the rear of each truck 
you operate, tells everyone on the road exactly what the truck 
contributes in taxes and license fees. Individual numerals provide 
the correct tax figure for each truck. This new durable, easily 
applied Meyercord copyrighted decal sign will become stand- 
ard on many thousands of trucks. Write for full information, 
low prices and suggestions for computing your truck tax load. 
Tax numerals can be changed yearly. Get the facts today. 


For this—and all decal truck sign needs... pictorials, trade- 
marks, lettering—write for prices and full information today. 







































Rabbits out of the hat. The ace of spades out of 
thin air. A gold watch out of an orange. And, 
according to many Lincoln customers, the “impossible” 
things we accomplish in producing their toughest 
work on schedule. They find it a highly enjoyable show. 
May we stage it for you? Call or write 


i Fy Pe Cc | L we financial printers 


NEW YORK (6): 130 Cedar Street + 
> CHICAGO (5): 732 Sherman Street * WAba 


Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 
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Biggest truck values of the year! New, 
just-announced Dodge trucks with 
features like .. . 


7 high-compression engines, up to 171 
horsepower, give you more ton-miles 
per hour, more deliveries per day! New 
styling inside and out, tough new 
floors in pick-up and panel bodies, new 
tighter-than-ever fit to tailgates of 
pick-ups and expresses! A total of 





There’s one to fit your job. 


DODGE TRUCKS 


. » Ya-ton through 4-ton. 


“NEW HORSEPOWER! 
NEW BRAKING POWER: 
NEW EARNING POWER! 


more than 50 new features to boost 
truck earning power! 


More, you get such famous Dodge 
extra values as lightweight aluminum- 
alloy pistons, exhaust valve seat in- 
serts, rivetless Cyclebond brake linings 
on all hydraulic brakes, moistureproof 
ignition, shot-peened rear axle shafts! 
Get more truck for your money . . . see 
your neighborly Dodge dealer! 


on 1- thru 2'%4-ton trucks! 


Fluid Drive available on 12- 


cuts driver fatigue! 


heaters available! 


See your friendly Dodge dealer. 





New! More Powerful Engines! 
7 big engines! 3 brand-new, with 
increased displacement, greater 
cooling capacity, twin carbure- 
tion available on larger trucks! 


New! Better Braking! Smooth 
stops with less pedal pressure! 
New increased stopping ability 


New! No Gearshifting! Truck- 
o-matic transmission with gyrol 


%-ton models! Saves shifting, 
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New! Over 50 Features! Rein- 
forced cabs, larger exhaust sys- 
tem, new 116” wheelbase 12-ton 
pick-up! Dodge-Tint glass, new 
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Exide -Manchex 


BATTERIES 
USED BY P.G.&E. 


At this great Moss Landing plant of the Pacific 
Gas and Electric Company, five huge turbo- 
generators, with a rated capacity of 575,000 K.W., 
are now in operation. During 1953 this capac- 
ity will be doubled, making it one of the nation’s 
largest producers of electric power. Through the 
company’s vast interconnected system, power 
from this station can be transmitted to other 
areas as needed. 

All control power for operation of circuit breakers 
and for carrying the emergency lighting load, is 
supplied by Exide-Manchex, the dependable bat- 
tery which assures: 


POSITIVE OPERATION: Dependable performance at ample 
voltage with no switchgear failures. 

INSTANTANEOUS POWER: High rates for switchgear 
operation with adequate reserve power for all other con- 
trol circuits and for emergency lighting. 

LOW OPERATING COST: Extremely low internal resistance. 
LOW MAINTENANCE COSTS: Water required about twice a 
year. Nochange of chemical solution during life of battery. 
LOW DEPRECIATION: Sturdy, long-life construction. 
GREATER CAPACITY in a given amount of space avoids 
overcrowding. 








































Section of the 110- 
kv bus structure 
with main turbine 
building in back- 
ground, 


Various sizes and types of Exide Batteries, up to 100 am- 
pere hours capacity, are available in plastic containers. 


Exide-Manchex is your best battery buy 


ee lentes See for all control and substation services. 


a , THE ELECTRIC STORAGE BATTERY COMPANY 
& Webster oe hea Philadelphia 2 
Corporation, engineers Exide Batteries of Canada, Limited, Toronto One-half of installation 
and builders. on a of 60-cell FME Exide- 
“Exide” and “‘“Manchex” Reg. T.M. U.S. Pat. Of. Manchex battery in Moss 
Landing plant. 








2 
1888... DEPENDABLE BATTERIES FOR 65 YEARS...1953 
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THREE SERIES OF 


PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES 


g FULLY ADJUSTABLE AS TO 
RANGE AND SENSITIVITY 


@ VISIBLE CALIBRATED DIAL 
@ BOURDON TUBE OPERATED 


MERCOID SEALED 
MERCURY CONTACT 





——— 
2 = 


= 








There is a Mercoid DA Pressure Control for your particular 











application in pressures varying from 30” vacuum to 2,500 

p.s.i. (available in many different circuit arrangements). 

Apart from bourdon tube operated pressure controls, Mercoid ; 

offers a line of bellows and diaphragm actuated controls. LE 

Explosion-proof and weather-proof cases are adaptable to = 

practically all series. Bac j 

If you have an automatic control problem involving the control Doe: 

of pressure, temperature, liquid level or mechanical movement, J 

write for Catalog No. 700A. pas 

Dne. 

THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. have 
NEW YORK: 205 E. 42nd ST. ° PHILADELPHIA: 3137 N. BROAD ST. n a 
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ou Do More WITH 


LEVELANDS 
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y CLEVELANDS’ wide rang 

of speed combinations, their wid 

variety of trench sizes and the 

famous dependability assure yo 
ee RE o0re trench. 


bie 
Compact Design, 
Reaction Contre? y Compact, correctly balance 


for the Tight Spots full crawler maneuverability a 
lower ground bearing pressu 
permit working in close quarte 
in all soils and terrain—assu 
fast easy loading for quick jum 
by truck and trailer—for wo 


Power, Speed in more places. 
and Durability for 
the Toughest Jobs W Correctly designed, built ¢ 


xs finer, tougher materials CLEV 
LANDS conserve fuel and sta 
running longer at less cost. 


e ie 
The 80 Backfills— 
Tamps-—Travels— 


LEVELAND MODEL 80 ae eae fe 
MS 







Backfills « Tamps « Lays Pipe lo ing 
Does all types of Light Ped «~ 
rane work — 


Dne-Man Operated 


aves Time, Work and Money 
n all trench completion jobs © 


Get the Full CLEVELAND Story from Your Local Distributor 


THE CLEVELAND TRENCHER CO. 


ee! '*eaatmis 
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Working Through the Winter 
at Cabinet Gorge} \ 












Another pole...another link. An Interna- 
tional TD-18 sets a pole for the new power 
line. International’s all-weather starting pays 
off big in this zero weather. 





International power beats both temperature and terrain 


International crawlers work six days a week in bitter cold, 7-foot 
snow and mountainous terrain to build a $2,500,000 power line 
to Spokane, Washington, from the new dam at Cabinet Gorge. 

A TD-14 clears the way. A TD-18 sets the 60-foot poles in 
place. Another TD-18 with a giant winch strings power cables. 

As operator Glen Stradley says, ““My International outdoes 
any other crawler built. It makes roads down steep, snowy 
mountains where you wouldn’t believe it! As long as you can’t 
touch ground from the driver’s seat, you won’t tip her over!” 


Beals TUNOILUNUILNI 


Let International power help you on tough, troublesome jobs 
all year around. Get the details from your International Indus- 
trial Distributor! 


INTERNATIONAL HARVESTER COMPANY, CHICAGO 1, ILL. POWER THAT PAYS 


INTERNATIONAL 
HARVESTER 
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Atilities Almanack 








Z FEBRUARY @ 





} 
| . ‘ és 
12 | T* | { California Independent Telephone Association begins meeting, Fresno, Cal., 1953. 
| { Louisiana Telephone Association begins convention, New Orleans, La., 1953. 
] 








2-day winter meeting, Pittsburgh, Pa., 1953. 





13 F { Pennsylvania Electric Association, Transmission-Distribution Committee, ends @ 
| 





Feb. 26, 1953. 








14 S2 ¥ New » Saree Gas Association, Accounting Division, will hold mecting, Boston, Mass., 


| 
15 | S | § National Adequate Wiring Conference will be held, Chicago, Ill., Feb. 26, 27, 1953. 
| 





16 | M | q Edison Electric Institute, Electrical Equipment Committee, begins meeting, St. Louis 
Mo., 1953. 


’ 





17 T* § Maryland Utilities Association begins annual mecting, Baltimore, Md., 1953. 
© Minnesota Telephone Association begins convention, St. Paul, Minn., 1953. 





| 
18 | W | § Pacific Coast Gas Association, Technical Section, begins meeting, Hollywood, Cal., 1953. 





19 | iT 


caster, Pa., 


§ Pennsylvania Electric Association, Systems Operation Committee, begins meeting, Lan- 
53 





| 
| 
F | 
a 























Canada, 19 


§ Interamerican Congress of Municipalities begins mecting, Montevideo, Uru- z:) 
guay, S. A., 1953. 
| ge { Controllers Institute of America will hold southern conference, Houston, Tex., Feb. 
27, 2 5 
22 S § Southern Safety Conference-Exposition will be held, Atlanta, Ga., Mar. 1-3, 1953. 
} § New Jersey Liquefied Petroleum Gas Association begins meeting, Atlantic City, N. J., 
23 M 1953. ° 
24 T* | § National Electrical Manufacturers Association will hold winter meeting, Chicago, IIl., 
| Mar. 9-12, 1953. 
25 W | § Canadian ~y icone Association, General Division, begins meeting, Calgary, Alberta, 














199 














4 


age 7 4 


me igi tS, aoe 
ea AG # : ~ na ee 


~ 


Lincoln Bronze by Gutzon Borglum, Newark, New Jersey 


“I go for all sharing the privileges of the government who assist in bearing its burden.” 
—ABRAHAM LINCOLN 
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Public Relations for Public 
Service 


Whatever the direction the new administration takes, right, 

left, or center, the continuing necessity for private utilities of 

all kinds to strengthen and improve their cordial relations 

with the consuming public is apparent. We are reminded that 

administrations may come and go over the years, but the 

enterprise system and the utility business remain subject to the 
good will of the American public. 


By FRANK C, SULLIVAN* 


HE assumption of power by 
the Eisenhower administration, 
marking the beginning of a new 
tenancy in Washington for at least a 
4-year period, poses policy questions 
for all American business, and par- 
ticularly for that segment devoted to 
private ownership and operation of 
public utilities. 
Since the election, management 
attitudes, expressed both publicly and 


*For personal note, see “Pages with the 
Editors.” 


201 


privately, have ranged the gamut 
from positions of pronounced opti- 
mism to a kind of cautious skepticism. 

Indeed there appears to be no con- 
certed agreement as to whether Amer- 
ican business—after two decades of 
one-party rule, and a generally sus- 
picious political climate—has entered 
upon a sort of governmental Promised 
Land, or simply paused momentarily 
at a desert oasis. 

However that may be, and impos- 
sible as it is in these dynamic times 
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to predict with any accuracy what may 
happen from one year to the next— 
or even one week to the next, it would 
seem that Washington’s approach to 
business problems during the next 
four years should be far more sym- 
pathetic than during the past twenty. 
But after four years — ? 


ly this very question lies the danger 
—a danger which is pointed up 
by the possibility that some utilities, 
which have gone far along the road 
of accepting the thesis that the key 
to continuing business success lies in 
the realization of and a measuring up 
to their public responsibility, may mis- 
take what might prove to be the win- 
ning of a battle for the ending of the 
war and may begin to let down in 
their public relations activities. 

If such were the case, it would be 
nothing less than tragic—for a candid 
appraisal of ‘the present situation 
would indicate that what is required 
now is certainly not abandonment of 
the principle of selling the private 
enterprise system. On the contrary, it 
may well be that this is the time for 
the consolidation of ground gained 
and the perfection of ever-developing 
public relations techniques which — 
even within such a brief space as the 
past five years—have begun to pay 
demonstrably greater dividends. 


ee in a recent issue of 
the ForTNIGHTLY, Donald D. 
Hoover, president, Bozell & Jacobs, 
New York city, reported some inter- 


esting poll information regarding 
voter attitudes over the years.? 





“Public Relations Planning of Utility Man- 
— Vol. L, No. 11, page 761. November 
20, 


PUBLIC UTILITIES FORTNIGHTLY 


In 1937, for example, public own- 
ership was preferred by voters 2 to 1. 
Ten years ago, according to Mr. 
Hoover, three persons in five were 
attracted to Socialism or some form 
of it, while seven years afterward— 
which would be three years ago—the 
combined leftist and doubtful propor- 
tion was about one-fourth. Other sur- 
veys have shown a definite diminu- 
tion of the tide for public ownership, 
according to Mr. Hoover. 

Such information is compellingly 
important. It is particularly apropos 
in the light of the recent election re- 
sults, which, if they indicate anything, 
certainly suggest a dissatisfaction 
with the way the government has been 
operating. 

But even more significant, the polls 
quoted by Mr. Hoover seem to bear 
out something else—something that 
industry generally, and public utilities 
specifically, might well consider in 
endeavoring to evaluate the present 
public opinion situation and plan for 
its future exploitation. 


it was not too difficult for the man 
in the street in 1937 — only five 
years away from apple selling and 
soup kitchens—to thresh around for 
any kind of a panacea to alleviate what 
ailed him. He was discouraged; he 
had only one place to express that 
feeling: at the ballot box, and that is 
exactly where he expressed it. That 
is where he conceivably could express 
it again unless management continues 
to live up to its twin responsibilities : 
making the bigger and better mouse- 
trap and telling people about it. 
This, of course, is oversimplifying 
the needs of these times. Perhaps it 
might better be stated by saying that 
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PUBLIC RELATIONS FOR PUBLIC SERVICE 


we must continue our impressive 
economic gains of the past decade; 
and we must continue to improve our 
knowledge of and our skill at cultivat- 
ing public opinion. 

Frederick Lewis Allen, social his- 
torian, presenting an up-to-the-minute 
analysis of our economy in Life 
magazine, January 5, 1953, issue, 
made at least two pertinent points 
which might apply here. He said that 
we have created a new economic 
society in this nation — something 
which might be termed a “democra- 
tized Capitalism supplemented by 
government action” —and that we 
have apparently bypassed Socialism in 
the process. He said something 
equally interesting: “. . . the corpora- 
tion manager of today has to be adept 
in dealing with the government, with 
labor, with his consumers, and with 
the power that lies behind all of these 
—public opinion.” (Emphasis sup- 
plied. ) 


, most of us can agree with Mr. 
Allen on both counts, and I am 
sure we can, what were some of the 
steps up the ladder public relations- 
wise which brought us to these two 
points in our social development, 
specifically in the field of utilities? 
Such a cast backward might be en- 


lightening in denoting the reasons why 
most public utilities today are devot- 
ing more and more attention to public 
opinion. 

Excessive speculation in railroad 
securities, together with downright 
dishonesty by some railroad manage- 
ment in the seventies and eighties, 
brought about restrictive national and 
state legislation. The public standing 
of the railroads was consequently very 
bad for a period, and out of the furor 
created by investigations came many 
railroad reorganizations. 


6 Bw very development of the rail- 
road industry into the field of 
common carriage was adversely affect- 
ed by the demoralization of their rela- 
tions with the public. Then, with the 
constantly increasing population, the 
establishment and growth of new 
areas, new communities; the creation 
and rise of new industries, the rail- 
roads came into their own and they 
took full advantage of the situation to 
improve and extend service. 

Diesels and electrification began to 
supplant steam wherever feasible; 
construction of double trackage, at 
least on main lines, went forward 
apace; better terminal and yard facili- 
ties were installed to expedite traffic 
and newly designed, lightweight, 


e 


publicly and privately, have ranged the gamut from posi- 


q “SINCE the election, management attitudes, expressed both 


tions of pronounced optimism to a kind of cautious skepti- 
cism. Indeed there appears to be no concerted agreement as 
to whether American business—after two decades of one- 
party rule, and a generally suspicious political climate—has 
entered upon a sort of governmental Promised Land, or 
simply paused momentarily at a desert oasis.” 
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faster coaches competed for business 
against air-line and bus carrier. 


uRING World War II the rail- 

roads recorded magnificent ac- 
complishments in moving troops and 
supplies for a two-front global con- 
flict—and they did this without the 
inept government management which 
proved so harmful during World War 
I. 

Nor have they been reluctant 
through the years to till the garden 
of good will which they have created 
by their achievements. Through their 
national association, and singly, they 
have carried on an active campaign to 
broaden public understanding of their 
problems, particularly those relating 
to restrictive legislation, discrimina- 
tory taxes (such as the transportation 
excise tax), and the serious effect 
inflation has had upon their operating 
costs and hence their earnings factor. 

As a typical example of the changed 
thinking in this industry, many old- 
time newspapermen will testify to the 
difficulty once experienced in obtain- 
ing information concerning a rail 
accident from a rail carrier. 

Now several major western car- 
riers—and undoubtedly many others 
with which the author is not per- 
sonally familiar — maintain efficient 
news sources which operate as effec- 
tively to gather accident information, 
or other public information, on behalf 
of the press as the press itself. 

Once the company news source has 
the information, such material, com- 
pletely factual and objective in na- 
ture, is rushed posthaste to all inter- 
ested media, and news channels are 
consequently both grateful and im- 
pressed. 


PUBLIC UTILITIES FORTNIGHTLY 


N the telephone industry, the Bell 

system has given national leader- 
ship and impetus to the task of 
acquainting the public with telephone 
problems, of which there have been 
many. 

During peace and war, the Ameri- 
can Telephone and Telegraph Com- 
pany has consistently tried to put its 
best foot forward with the public, 
affording a significant illustration of 
a utility which has never failed to 
recognize the importance of the public 
relations function. During the war, 
it will be remembered that the com- 
pany, and its local operating units, 
told the story of material shortages, 
which brought about held orders and 
curtailed service. In the postwar 
period, the utility has counseled 
patience as it has publicized its in- 
herent difficulties in meeting pent-up 
service demands. 

In the field of endeavoring to obtain 
compensatory rates, the telephone 
companies of the Bell system have ex- 
plained insistently to ratepayers that 
expansion of facilities and consequent 
betterment of service can only be 
predicated upon fair return to the 
investor interest. 

To the observer, it seems quite evi- 
dent that the Bell system management 
considers a continuous program of 
human relations to be necessary in 
fostering ever better contacts with its 
employees, its customers, and the 
many communities in which it serves. 


He have the electric and gas 
companies fared in this field? 
These utilities comprise an important 
part of the utility industry. At pres- 
ent, the investor-owned, business- 
managed electric companies supply 
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PUBLIC RELATIONS FOR PUBLIC SERVICE 











Expansion a Tribute to Industry 


os x the postwar years, private power has expanded, and is continu- 
ing to expand, in order to meet unprecedented demand. Con- 
struction of new facilities has been accompanied by the placement of bil- 
lions of dollars of securities with investors. This successful financing 
through private investment channels ts, in itself, a stirring testimonial to 
investor confidence in the regulated utilities—revealing that outstand- 
ing service accomplishment, plus accompanying attention to the public 
relations factor, has succeeded in re-establishing this utility in a position 
of general public trust.” 





approximately 80 per cent of the total 
kilowatt-hour sales to ultimate con- 
sumers. The balance is supplied by 
Federal government facilities, munici- 
pal and REA plants, and others. 


r is the electric companies which 

have been on the firing line the past 
two decades—perhaps more than any 
other utility ; and as a consequence the 
public opinion problems of these utili- 
ties are probably more complex and 
difficult, in certain areas, than for 
other types. 

The historian will remember that 
beginning in the early 1900's and con- 
tinuing on through the 1920's, the use 
of electricity for light and power had 
steady growth. During this period 
there was a great expansion of service 
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in urban centers, as well as extension 
of electric service to communities 
which either had a very limited service 
or none at all. 


fyewe in the 1920’s — while this 
progress was being made in the 
electric utility operating field—holding 
companies became a dominant factor, 
both in the electric and gas utility 
growth. While subsequently this 
holding company situation led to ex- 
cesses and abuses, in certain instances, 
it is difficult to deny that originally 
the financial, engineering, legal, and 
other services provided by the skilled 
management organization of some of 
the principal holding companies ma- 
terially aided the expansion of the 
utilities in the early years. 
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PUBLIC UTILITIES FORTNIGHTLY 


HE 1929 stock market crash — 

which brought an era to a climac- 
tic end—brought with it also serious 
and unsavory disclosures regarding 
the involved affairs of a few holding 
companies. And these disclosures, in 
turn, led the utility industry into dis- 
repute with the investing public. 

There followed the New Deal, the 
passage of the Holding Company Act, 
and the entrance of the government 
into the electric power field on a 
gigantic scale. 

Efforts of the Interior Department, 
with other government agencies, to 
broaden the scope of government 
power are too widely known to merit 
recital here. Nor is it unfair to state 
that the record discloses that the cam- 
paign to “sell” public power to the 
American public has carried with it 
the definite implication that private 


power operation, despite its high rec- 
ord of achievement in service and low 
consumer cost under regulation, is 


somehow the public 
interest. 

In the postwar years, private power 
has expanded, and is continuing to ex- 
pand, in order to meet unprecedented 
demand. Construction of new facili- 
ties has been accompanied by the 
placement of billions of dollars of 
securities with investors. This suc- 
cessful financing through private in- 
vestment channels is, in itself, a stir- 
ring testimonial to investor confidence 
in the regulated utilities — revealing 
that outstanding service accomplish- 
ment, plus accompanying attention to 
the public relations factor, has suc- 
ceeded in re-establishing this utility in 
a position of general public trust. 

However, efforts of the Depart- 
ment of the Interior and the REA 
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contrary to 


to extend Federal operation in the 
power field have continued unabated. 
Witness the government competition 
with the regulated, investor-owned 
utilities in the Pacific Northwest, the 
Central valley of California, the Mis- 
souri river basin, as well as in other 
areas—such as the southwestern and 
southeastern sections of the nation. 
Recently, the Interior Department an- 
nounced plans for further Federal 
power operations at an additional cost 
to the taxpayers of billions of dollars. 


iy is this continued threat from gov- 
ernment which has brought about 
the establishment by the electric indus- 
try of the Public Information Program 
(PIP), which James W. Parker, then 
president, Detroit Edison Company, 
described in detail in the June 7, 1951, 
issue of the FortnicHtiy.® 

Another information medium for 
the industry is the National Associa- 
tion of Electric Companies, with 
headquarters at Washington, D. C., 
and a third is termed the Elec- 
tric Companies’ Advertising Program 
(ECAP) under the direction of 
N. W. Ayer & Son. 

Gas utilities are moving as a unit 
into the field of public information 
because, although they do not specifi- 
cally face the same governmental 
challenge as the power industry, they 
recognize that there is an area of 
mutual interest among all investor- 
owned, privately managed utilities. 
That area lies in a recognition of the 
fact that utilities stand in the fore- 
front of those privately owned busi- 
nesses which bear a serious and con- 


2Public Information Program Meets the 
Challenge.” Vol. XLVII, No. 12, page 766. 
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tinuing public responsibility, and upon 
whom the weight of public opinion 
rests heavily. 


o much for the high lights of utili- 

ties’ activities with regard to pub- 

lic opinion during the past and the 
present. 

But what of the future? 

It could well be that the electric 
industry is beginning to strike pay 
dirt, public relationswise, testifying to 
the efficacy of its national informa- 
tional programs. Or it could be that 
the election already has begun to re- 
veal tangible results for good. 

Otherwise, how explain the widely 
heralded public statement of Dr. Paul 
J. Raver, chief of the great Bonne- 
ville Power Administration. He was 
quoted recently as saying: 

I suggest that we take power com- 
pletely out of the hands of the Federal 
government and place it in the hands 
of a regional board, either elected or 


appointed by the governors of the 
states concerned. 


Such a step would bring about a 
reversal of the trend—if there has 
been a trend, and may be symptomatic 
of what the future promises in this 
field. 

Dr. Raver is said by Dr. Ray- 
mond Moley, in a recent column, to 
“have long been an ardent though 


e 


somewhat diplomatic advocate of pub- 
lic versus private power.” 

But, whatever the case, certainly 
the door seems to be opening for the 
electric companies to not only consoli- 
date their public relations position 
with regard to public power, but to 
move into an aggressive position from 
the standpoint of advancing their in- 
terests, and the interests of private 
enterprise generally, all along the line. 
This might emphasize the necessity 
for these companies to begin to re- 
evaluate their entire public relations 
approach to the nation. 


ob new administration has had 
little of a concrete nature to say 
publicly regarding the attitude it will 
bring to bear on the fundamental 
question of our epoch—whether we 
go forward as a “democratized Capi- 
talism”—in the happy phrase coined 
by Mr. Allen, which seems aptly to 
describe the society which has been 
evolving in the United States; or 
whether we continue to contend with 
zealots who are striving to create a 
form of social structure which we have 
already bypassed and surpassed. 

If one is searching for clues one 
might heed the recent words of Fulton 
Lewis, Jr. On December 30, 1952, in 
a column titled “New Era in Wash- 
ington,” after discussing General 


to say publicly regarding the attitude it will bring to bear 


q “THE new administration has had little of a concrete nature 


on the fundamental question of our epoch—whether we go 
forward as a ‘democratized Capitalism’ ... or whether we 
continue to contend with zealots who are striving to create 
a form of social structure which we have already bypassed 
and surpassed.” 
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Eisenhower’s appointments, he says: 


The net result of Eisenhower’s 
appointments to date, and those con- 
templated for the near future, is to 
convince business interests that the 
Republican party’s attacks on exces- 
sive government regulation consist of 
deeds as well as words. 


On the other side of the shield, 
however, Labor, whose masthead pro- 
claims it “The World’s Greatest 
Labor Newspaper” and which is pub- 
lished at Washington, D. C., by fifteen 
railroad labor organizations, has a 
lead editorial in its issue of November 
29, 1952, headed : “Worth Watching: 
Will Ike Turn Regulatory Agencies 
over to ‘Predatory Interests’ ?” 


6 Be editorial goes on to question 
whether the new President will 
“wield wisely” his enormous power in 
appointments to such agencies as the 


Interstate Commerce Commission, the 
Federal Power Commission, the 
Securities and Exchange Commis- 
sion, and the many other Federal 
regulatory bodies. 
At one point the editorial says: 
. . « billions of dollars are at stake 
in the rulings of these regulatory agen- 
cies, which were created to carry 
out historic reforms. By law, they 
have great independent authority, 
which they can use either to protect 
the people or to enrich predatory Big 
Business interests. 


But whatever direction the new 
administration takes—whether to the 
right, down the center, or to the left 
—becomes somewhat of an academic 
matter in the light of modern reali- 
ties, and the continuing necessity for 
private utilities of whatever type to 
constantly strengthen and synthesize 
their public relations programs. 
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Why is this so? It is so because 
the forces which threaten investor- 
owned utilities, despite the lesson of 
history already plain for all to read 
—i.e., that we are forging a new and 
prosperous economic pattern in the 
Western Hemisphere — are probably 
not conquered, but only temporarily 
diverted. 

It is not necessarily true—but the 
possibility exists that four years from 
today those forces could be back in 
public power, hell bent on their self- 
imposed mission of making America 
over into some kind of a social state 
where profit incentives are forever de- 
stroyed, and we all go down the 
dismal road of working for the gov- 
ernment and letting the government 
tell us what to do—from the cradle 
to the grave. 


HE story the utilities must ex- 
plain, in unison and _ singly, 
whenever and wherever opportunity 
affords, is perhaps the most gripping 
and certainly the most surprising 
economic story of all time—a story 
which has stumped the experts. In 
essence it is simply this: That the 
average citizen in the United States 
is constantly getting better and better 
off; that the gap between the very 
rich and the very poor is constantly 
narrowing because of reforms and re- 
finements in our society and produc- 
tion increases; that, in very truth, the 
customer is king—and public opinion, 
an amalgam of the views of the ma- 
jority of customers, is something to 
be courted with the ardor and devo- 
tion to purpose of a country boy woo- 
ing his best girl. 
Allied to the foregoing is the 
modern concept that while the prac- 
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tice of public relations does not com- 
prise an exact science — as say 
engineering—none the less, through 
utilization of the latest public opinion 
techniques, it is pointing more and 
more in that direction. 

Some utilities, already prosecuting 
what might be considered excellent 
public relations programs, are so alive 
to the importance of this function that 
they are engaged in continuous objec- 
tive surveys to be certain that they 
not only are discharging the task effi- 
ciently but that they are overlooking 
not a single factor for success. 


6 iper. to repeat: While it is too 
early to definitely gauge the 


directions of the Eisenhower adminis- 
tration, the problem of adequate pub- 
lic relations in the new society will 
remain with the private utilities for as 
far ahead as we can reasonably see 
at this time. 

Administrations may come and go 
over the years—but the great task re- 
mains, not only for the utilities, but 
for all business conducted by and for 
free men. 

That task, reduced to its simplest 
terms, is to tell the story of free men 
in a free nation, where the right of 
choice is reserved to the individual, 
and not his government, and where 
the state apparatus must ever remain 
subordinate to that choice. 





the 





One Man’s Socialism Is Another Man’s Gravy 


r4 er en decry Socialism so long as the so-called 
benefits are not directly available to business. They find 
it not so abhorrent when business is the direct beneficiary. 


“All of us know the socialistic steps taken by our govern- 
ment beginning, at least, with the creation of the Reconstruction 
Finance Corporation, which occurred several years before the 
administration of Franklin Roosevelt. How many of us have 
refused the assistance of the Federal government when such as- 
sistance indicated a temporary gain? 

“Businessmen have not displayed the courage of their con- 
victions. I could list many examples from other fields but will 
content myself with mentioning from my own. 

“A life insurance man helped draft the initial FHA legisla- 
tion, Since then, insurance companies have purchased millions 
of dollars worth of FHA mortgages—it was the easy way. True, 
it placed the government in the mortgage loan business but it 
caused the government to guarantee the life insurance companies 
and other investors from loss. 

“We abdicated our function to the government and we there- 
fore did what Rosie the Riveter and John the Coal Miner did. 
We accepted our own social security but under adifferent name.” 

—Powe tt B. McHaney, 
President, General American Life Insurance Company. 
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Should the Public Participate in the 
Regulatory Process? 


This author explains why representatives of the 

public—meaning the utility consumers—have not 

only the right but the duty to participate in regula- 

tory proceedings. He concludes that such participa- 

tion, on the record, has been both beneficial and 
justified. 


By ROGER ARNEBERGH* 


T is axiomatic that a regulatory 
body such as a public utility com- 
mission can function properly 

only when it is fully informed of all 
pertinent facts. But is the regulatory 
body always fully informed? 

In each proceeding before a regu- 
latory commission the utility in- 
volved has a large staff of trained 
experts who adequately present the 
case for and views of the utility. 
When the utility deems it advisable, 
special experts and consultants of na- 
tional reputation are engaged in an 
effort to strengthen the case made by 
the utility. In the presentation of its 
case no expense is spared by the utility 
—possibly because such expenses are 
generally considered as operating ex- 
penses and are therefore paid by the 
ratepayer. 


*For personal note, see “Pages with the 
Editors.” 
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But what of the public—the rate- 
payer — whose interests are likewise 
vitally affected? 

Is it necessary that the ratepayer be 
represented and present evidence to 
the regulatory body if his interests are 
to be fully protected? 

Probably a brief reference to some 
recent rate proceedings before the 
public utilities commission of the state 
of California will best answer that 
question. 


- a series of rate proceedings the 
California Public Utilities Com- 
mission granted a California utility 
several substantial rate increases total- 
ing some $54,700,000 annually, and 
the commission determined that un- 
der the rates thereby authorized the 
company would earn a rate of return 
of not less than 5.6 per cent, which the 
commission found to be fair and rea- 
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sonable. Then, only nine months after 
the commission, in granting the com- 
pany an increase, had reiterated its 
findings that 5.6 per cent was a fair 
rate of return for that company, the 
company filed an application seeking 
a rate increase of $36,000,000 annual- 
ly. This increase, if granted, would 
have raised the rate of return of the 
company to 7.5 per cent. 

At the hearing on such application 
the company’s own evidence showed 
that under existing rates the company 
was earning approximately the 5.6 
per cent rate of return which the com- 
mission had repeatedly held to be fair 
and reasonable for that company. 
However, the company urged that it 
needed the higher rate of return in 
order to attract new capital. 


amine the public was repre- 
S 


ented at that hearing. At the con- 
clusion of the company’s evidence 
counsel for one of the cities represent- 
ed made a motion to dismiss the case, 
which motion was joined in by coun- 
sel for other cities. This motion was 
based on the fact that the company’s 
own evidence established that the com- 
pany was then earning a rate of re- 
turn which the commission had re- 
peatedly found to be fair and reason- 
able. The motion to dismiss was 
granted. A motion for rehearing was 
made; a rehearing was granted for 
the limited purpose of introducing 
evidence of the most recent earnings 
of the company. The company sub- 
mitted proposed exhibits, which were 
objected to as not conforming to the 
limited purpose of the rehearing. Ul- 
timately the application was dis- 
missed, with no part of the increase 
therein requested being granted. 
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H™ was a case where public par- 
ticipation was clearly instru- 
mental in preventing a utility from 
obtaining a rate increase held to be 
unjustified. This resulted in savings 
to the public—the ratepayer—of $3,- 
000,000 per month as compared with 
the company’s request. 

Now, did the utility suffer any dire 
consequences as a result of not ob- 
taining any part of the requested 
$36,000,000 annual increase? Was 
the company thereafter unable to at- 
tract new capital? The facts are that 
since the dismissal of that application 
that utility has successfully raised 
$63,091,000 through the sale of stock 
and $30,000,000 through the issuance 
of bonds. 

It is therefore abundantly clear that 
the California Public Utilities Com- 
mission was properly performing its 
duty of protecting the interests of 
both the utility and the ratepayer 
when it dismissed the application of 
that utility for a $36,000,000 annual 
increase in rates. 


Fe the sake of the record, it should 
be mentioned that since then the 
company was granted a $14,500,000 
annual increase in rates. But this was 
for the sole purpose of raising rates 
sufficiently to take care of wage in- 
creases and increase in income tax 
rates which occurred subsequent to 
the denial of the request for the $36,- 
000,000 increase. And it was ex- 
pressly stated in the application of the 
company and in the commission deci- 
sion that this later increase was mere- 
ly to restore the earning position of 
the company to the 5.6 per cent rate 
of return. This, of course, was the 
rate it was earning at the time it filed 
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its application for the $36,000,000 an- 
nual increase, no part of which was 
received by it. Incidentally, it might 
be mentioned that in this latter case 
representatives of the public conceded 
that the utility was entitled to a rate 
increase sufficient to bring its earnings 
up to the 5.6 per cent rate of return 
theretofore determined by the com- 
mission to be fair and reasonable. This 
clearly shows that public representa- 
tion does not prevent nor unneces- 
sarily delay proper rate relief. 


N another case of interest a gas 

utility filed an application with the 
California Public Utilities Commis- 
sion seeking a rate increase of $2,- 
906,000 annually. This request was 
later increased to $3,390,000 to pro- 
duce a rate of return of 6.35 per cent. 
During its presentation the company 
made much of its contention that it 
had had no rate increases in recent 
years. While that contention might 
well be questioned, it was of course of 
no legal significance. The function of 
the commission was to determine 
whether or not the utility was earning 
a fair rate of return, not how many 
rate increases it may or may not have 
had in recent years. Certainly, if the 
company had received rate increases it 
would not have been of the opinion 


q 


z 


that merely because of such increases 
it was estopped from obtaining a fur. 
ther increase regardless of its earn- 
ing position. Probably the reason the 
utility put heavy stress on such an un- 
tenable position is that the evidence 
showed that the utility was then earn. 
ing a rate of return previously found 
to be reasonable by the commission. 
The actual rate of return being 
earned was of course in dispute, pri- 
marily due to a conflict in the evidence 
as to what was the proper rate base, 
and what was a proper price for the 
utility to pay for gas it purchased 
from its holding company. 
However, evidence presented by 
one of the interested cities showed that 
with a return of only 5.5 per cent on 
rate base the company would have 
adequate earnings to pay all operat- 
ing expenses, interest on debt capital, 
dividends of 6 per cent on its common 
stock, and, in addition, have $1,388,- 
000 for transfer to earned surplus. 


NCIDENTALLY, common stock of 
this utility is sold at a private sale 

to its holding company for $100 per 
share. Therefore, neither the divi- 
dend it then paid of $8.40 nor the 
dividend it now pays of $9.60 affects 
the sale price of its stock. However, 
the 6 per cent dividend provided for 


“In speaking of the public interest, it must be recognized 
that ‘the public’ has many different and conflicting in- 
terests. For example, the interests of the farmers, who con- 


stitute alarge segment of the public, are different from those 
members of the public who reside in large cities. Likewise, 
in many instances the interests of members of the public 
who reside in small cities are different from the interests 
of either the farmers or the residents in large cities.” 
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in the city’s exhibit was adequate to 
make yield compare favorably with 
the present average market price yield 
on retail gas utility stocks listed in 
Pustic Uriitres FortTNIGHTLY, 
which is considerably below 6 per 
cent. In other words, on gas utility 
stocks available to the public, the yield 
on the cost to the public averages sub- 
stantially less than 6 per cent, as com- 
pared to the 8.4 per cent former yield 
and the 9.6 per cent present yield 
which the utility’s holding company 
receives on the cost to it of the com- 
mon stock it buys. 

The commission, fully considering 
and properly evaluating all the evi- 
dence, denied the application in its 
entirety, although without prejudice 
to the company’s filing a new applica- 
tion to cover matters occurring subse- 
quent to the hearings. 

The company, apparently not com- 
pletely satisfied with this action of the 
commission, filed a petition for a writ 
of review with the supreme court of 
California. The supreme court, of 
course, denied the petition. 

Possibly the company may now 
seek to go to the United States Su- 
preme Court. If so, it will undoubt- 
edly result in further legal authority 
supporting the California commission. 


M*" other cases could be cited 
where utilities have repeatedly 
applied for rate increases far exceed- 
ing those necessary for the utilities to 
earn the respective rates of return 
which the California commission had 
theretofore found to be fair and rea- 
sonable for the various utilities. This, 
of course, made it incumbent on pub- 
lic representatives to diligently cross- 
examine company witnesses, and pro- 
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duce evidence in opposition to such 
portion of the requested increases as 
would result in rates of return in ex- 
cess of those theretofore determined 
to be fair and reasonable, no change 
in circumstances having occurred 
which would justify higher rates of 
return. 

This policy of some utilities, forc- 
ing such action by public representa- 
tives, necessarily resulted in greatly 
protracting rate proceedings, over- 
burdening the commission, and delay- 
ing even justified rate relief. But the 
responsibility for this is on the utili- 
ties—not on the California commis- 
sion! 

Recently Pustic Utirities Fort- 
NIGHTLY printed an article entitled 
“Does California Have a Special 
Regulatory Problem?” These cases 
would indicate that, if there is a spe- 
cial problem in California (other 
than that resulting from inflation and 
population growth), it is a problem 
created by the utilities. 


B" opposition to unjustified rate 
increases is not the only reason 
for public participation in regulatory 
proceedings. There is a public inter- 
est in other phases of utility regu- 
lation. 

In speaking of the public interest, 
it must be recognized that “the public” 
has many different and conflicting in- 
terests. For example, the interests of 
the farmers, who constitute a large 
segment of the public, are different 
from those members of the public 
who reside in large cities. Likewise, 
in many instances the interests of 
members of the public who reside in 


1 Volume L, No. 2, page 93, July 17, 1952. 
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Holding the Line on Rate Increases 


“ Binns such time as all utilities adopt a policy of requesting only 

those rate increases as are actually justified, then those utilities 

which do request excessive increases should expect to have extended 

hearings on their applications, and bitter public opposition to the request- 

ed increases. Therefore, as an inevitable consequence of the unwise 

policy of requesting too much, the utilities suffer delay in obtaining even 
the rate relief to which they are entitled.” 





small cities are different from the in- 
terests of either the farmers or the 
residents in large cities. 

Then, too, interests of different 
classes of users of a utility are con- 
flicting. For example, a large indus- 
trial user of gas has a different inter- 
est from that of the housewife who 
uses gas for cooking and heating. 
Even amongst housewives there are 
those who use gas only for space heat- 
ing, using electricity for cooking; the 
housewife who uses gas throughout 
the year certainly believing that she is 
entitled to a lower unit rate than that 
paid by the person who uses gas only 
for heating, which requires the utility 
to provide extra facilities used only 
occasionally and at a time of peak 
demand. 

It will therefore be seen that when 
we speak of the public we are not 
speaking of a homogeneous group 
whose interests are identical. This 
makes it imperative that the regula- 
tory body be fully advised of the in- 
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terests of these different segments or 
groups of the public, if the general 
public is to be better served. 


N the numerous rate cases in which 
I have participated, the California 
commission staff has uniformly pre- 
sented a comprehensive study setting 
forth the history of operations and 
the current operating results of the 
utility involved. However, this pres- 
entation is made from a purely objec- 
tive standpoint. Because of the fact 
that the commission represents the en- 
tire state, and at different times acts 
in a quasi judicial, legislative, or ad- 
ministrative capacity, neither the com- 
mission nor its staff is in a position to 
advocate for any special interest, or 
to prepare evidence specifically on be- 
half of any of these conflicting inter- 
ests of different portions of the public. 
A similar situation exists in other 
states. 
In order for the regulatory body to 
function properly, so that it may be in 
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a position to give appropriate consid- 
eration to the conflicting interests of 
these different segments or portions 
of the public, it is necessary that these 
different interests and special prob- 
lems be brought to its attention. In 
my opinion, this can best be done by 
the various cities, counties, or other 
groups of the public having a special 
interest, participating in proceedings 
before the various regulatory bodies. 

Generally, special interests such as 
manufacturers and farmers are ade- 
quately represented by competent 
counsel and trained experts in cases 
involving their particular interests. 
But this only makes it more advisable 
that other groups likewise have their 
special interests presented. However, 
in many cases the small city ratepayer 
is not represented. Yet usually this 
group is most numerous and collec- 
tively pays the largest bill. 


y is therefore clear that the impor- 
tance of participation by public 
representatives in rate cases cannot be 
overestimated. Only in this manner 
can the interests of the small users be 
fully presented. 

Further, general questions are also 
involved which require presentation 
of the views of the public as well as 
those of the utility. While it may be 
true that the staff of the regulatory 
body will present sufficient evidence to 
clearly show the revenue effect of 
rates at various levels, nevertheless 
this leaves unanswered two funda- 
mental questions: First, what is a 
proper rate of return; that is, how 
many dollars should the utility be per- 
mitted to earn? And, second, the 
spread of rates; that is, where should 
the money come from? 
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In connection with this second 
point, the question arises as to wheth- 
er all rates should be increased equal- 
ly, or should some rates receive a 
larger increase than others; should 
rates to the large industrial users be 
increased in the same manner as rates 
to the small home owners? Should 
rates be on a uniform statewide basis, 
or should consideration be given to 
results of operation in various areas 
within the state? Should cost of serv- 
ice, or value of service, be separately 
considered for different types or classi- 
fications of users, and, if so, to what 
extent? 

In order that the regulatory body 
can properly determine these ques- 
tions, it is essential that proper evi- 
dence be presented by representa- 
tives of the particular groups most 
vitally affected. 


8 pw the utility, the average in- 
dividual ratepayer or utility cus- 
tomer cannot afford to personally par- 
ticipate and protect his interests. He 
must rely on his public officials to do 
this for him. It is not enough that a 
public official appear in a case and 
make a speech to the effect that he 
does not want rates to be increased for 
his constituents. Such a speech may 
meet with much public approval, and 
may call attention to the existence of 
conflicting interests. But it does not 
solve the problem. It must be imple- 
mented by proper presentation of per- 
tinent facts. Evidence must be de- 
veloped to show how much money the 
utility needs and where that money 
should come from so as not to work 
an unnecessary hardship or injustice 
on any class of customers, or on any 
individual. It is by an intelligent 
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presentation of factual information 
that the regulatory body can best be 
helped in its problem of regulating 
utility rates in a manner fair to all 
ratepayers and also to the utility. 

Because of the numerous conflicts 
of interest between different portions 
or segments of the public, no one 
presentation can be adequate to fully 
protect all such interests. Therefore, 
if the regulatory body is to be in a 
position to fully protect all of the 
public, each of these different groups 
of the public, with their conflicting 
interests, must present its case to the 
regulatory body so that it may evalu- 
ate the respective merits of these con- 
flicting interests, and resolve the con- 
flicts in the best interests of the gen- 
eral public. This the regulatory body 
should do in such a manner that no 
inequity or injustice will be done to 
any ratepayer, regardless of who he 
may be or where he may reside. 


M° active and intelligent partici- 
pation on behalf of the public, 
especially in rate proceedings, will 
help provide regulatory commissions 
with the factual data needed to prop- 
erly regulate utilities. Not only will 


this make possible an equitable 
spread of rates, but will also aid in 
preventing unjustified rate increases. 

While some utilities may disagree, 
the fixing of proper rates, and the 
denial of unnecessary rate increases 
which may be applied for, redounds 
to the benefit of the utility as well as 
to the public. This is so, as a regula- 
tory body, in denying an unjustified 


rate increase, is protecting the utility 
from its own folly. This is particu- 
larly true in California where there 
are several outstanding examples of 
successful municipal ownership and 
operation; for exampie, the depart- 
ment of water and power of the city 
of Los Angeles. Even now there is 
considerable public demand for fur- 
ther municipal ownership of the utili- 
ties, and with every additional rate 
increase the clamor for expansion of 
municipal ownership increases. Were 
regulatory bodies to grant the utilities 
all rate increases requested by the 
utilities, it would, in my opinion, re- 
sult in the ultimate elimination of 
privately owned public utilities in 
California, and probably throughout 
the country. 


uT the hazard of socialization is 
not the only detriment suffered 
by utilities which seek excessive rate 
increases. Until such time as all utili- 
ties adopt a policy of requesting only 
those rate increases as are actually 
justified, then those utilities which do 
request excessive increases should ex- 
pect to have extended hearings on 
their applications, and bitter public 
opposition to the requested increases. 
Therefore, as an inevitable conse- 
quence of the unwise policy of re- 
questing too much, the utilities suffer 
delay in obtaining even the rate relief 
to which they are entitled. But this is 
neither the fault of the regulatory 
body nor of the public who partici- 
pate in the hearings. The utilities 
alone are to blame! 
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The Great White Coal Myth 


In recent years the budget demands of government power 
agencies have pretty well disposed of the old idea that the Fed- 
eral government was chiefly concerned in developing cheap 
water power which otherwise would not be utilized. Before the 
end of next year more than half of TV A’s generating capacity 
will be in steam plants using coal fuel. Other Federal and local 
government plants are following suit. 


By ALFRED M. COOPER* 


MONTH before Christmas, 1951, 
A the Seattle Light Department 
issued a request to its consum- 
ers that they refrain from illuminating 
their Christmas trees with electric 
lights that year. This petition brings 
to mind quite a number of instances, 
both in the Pacific Northwest and else- 
where in the nation, in which we have 
been informed that serious electric 
power shortages are most likely to 
occur in those areas primarily depend- 
ent upon hydroelectric power for 
home, industrial, and farm use. 

Such cases of severe power short- 
age, or the threat of imminent curtail- 
ment of electric power, almost never 
are heard of in great municipal areas 
such as New York, Chicago, Cleve- 
land, and Detroit — cities supplied 
wholly with power generated by pro- 
saic, unglamorous, yet unbelievably 
efficient steam power plants. 


*For personal note, see “Pages with the 
tors.” 
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Of course, hydroelectric power has 
its place in the scheme of things when 
it comes to producing electricity eco- 
nomically. For more than half a cen- 
tury the private electric utility corpora- 
tions have been utilizing this power in 
periods of abundant water. But in 
many instances they have considered 
hydroelectric power essentially as a 
stand-by service to the steam plant. It 
was not until hydroelectric generation 
got into national politics that its Fed- 
eral sponsors neglected to tell us that 
the steam-generating plant continued 
to be a vital factor in our great system 
of electric production. 


= engineering distinctions in this 
matter of electric power genera- 
tion are no longer of primary im- 
portance, as compared to the political 
implications involved. We are not now 
discussing which method may happen 
to be cheaper per kilowatt hour de- 
livered to the consumer at a given mo- 
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ment or in a particular area. Rather, 
the questions are: How deeply has 
hydroelectric power generation affect- 
ed the political and economic thinking 
of the average American, and why is it 
that recurrent or perennial power 
shortages always appear to occur in 
those areas in which the citizens have 
been taught to depend to such a de- 
gree upon the magic of “white coal,” 
or falling water, as a cost-free unfail- 
ing method of generating electricity? 

Unquestionably there exist many 
situations in which the installation of 
hydroelectric plants has been justified. 
As a single instance, the low-head tur- 
bines at Keokuk dam have unfailingly 
furnished cheap electricity to com- 
munities along the Upper Mississippi 
for decades. Within the structure of 
private enterprise this appears to be a 
problem for the engineers to work out 
solely on a basis of economical pro- 
duction of power. 

Whenever it shall be determined 
that a hydroelectric plant is needed in 
a region abounding with an unfailing 
supply of falling water and with an 
abundance of consumers located near 
by, undoubtedly such a plant will be 
built. 


HERE are in existence many 
hydroelectric plants that serve 
their purpose as year-round intermit- 
tent generators of electricity. So long 
as water supply is plentiful, and 
especially where adequate stand-by 
steam power plants are available to 
pinch-hit during periods of low water, 
the generating situation is well in 
hand. 
However, when a great system of 
hydroelectric plants has been built at 
public expense, and the taxpayer has 


been told nothing whatever about the 
necessity for the later erection of 
essential stand-by steam plants to back 
up the hydroelectric plants (as oc- 
curred in the TVA development), then 
once again white coal becomes a sort of 
political panacea of the sort unknown 
to reality. 

Until quite recently (when it be- 
came absolutely necessary to break the 
sad news to the public that hydroelec- 
tric power must have steam plants in 
reserve if it was to be rated as depend- 
able in an era of increasing water 
shortages) Mr. Average Citizen had 
come to believe that the essence of 
something-for-nothing was electricity 
generated by falling water. The hydro- 
electric plant might even be situated 
hundreds of miles away from the dis- 
tribution center, and its installation 
necessitate sinking tens of millions of 
dollars into duplicate transmission 
lines, but the citizen could still be per- 
suaded that he was benefiting by man’s 
ingenuity in “harnessing” rivers 
whose power would otherwise be 
wasted as its waters ran off to the sea. 


HIs fact has always made the 
great white coal myth sure-fire 
political pabulum. Particularly has it 
been demonstrated that, should a gov- 
ernmental agency desire to build yet 
another titanic reclamation project, 
the local resident might eye the irriga- 
tion and flood-control features with 
frank skepticism born of experience, 
but always there would appear that in- 
evitable rider regarding “the enor- 
mous amount of free hydroelectric 
power this project will make available 
to near-by communities, solely as a 
by-product.” 
Thus “free” public power became a 
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feasible political shibboleth, and only 
recently has the taxpayer been per- 
mitted to learn about those scores of 
inevitable steam power plants that 
must exist somewhere in the back- 
ground if any such system is to be con- 
sidered a dependable, year-round 
source of electric power. 

Of course, if that taxpayer had 
known about those essential steam 
plants (which cost just as much to 
build whether they are to stand idle 
much of the time or are to be run 
twenty-four hours a day), he might 
have wondered where he saved mil- 
lions by his political support of those 
power projects. After all, he might 
have reasoned, steam-generated elec- 
tricity will do anything that hydroelec- 
tric-generated electricity can possibly 
do. And the steam plant can be built 
right where its power is needed, thus 
eliminating entirely those enormously 
costly transmission lines, perhaps 
hundreds of miles in length, sprawling 
across deserts and over mountain 
passes from the nearest source of fall- 
ing water to the great industrial cen- 
ters. 


Bw shock of learning that a num- 

ber of steam plants must be built, 
in any event, has been definitely dis- 
illusioning to the citizen who has 
earlier witnessed the expenditure of 
millions for a network of federally 


owned transmission lines. But this 
taxpayer, who never has had a chance 
to vote on these questions at the na- 
tional level, was thereafter in for a 
series of more severe jolts. Mother 
Nature, who never has been interested 
in something-for-nothing ideology, 
has decreed that those communities 
that have placed greatest dependence 
on “free” hydroelectric power must 
often suffer the severest power short- 
ages. 


HIs is a situation that is not alto- 

gether understandable to me, and 
I once labored for eight years in the 
power stations of our great Pacific 
Northwest. Here, where rainfall ex- 
ceeds that of any other area in this 
country, and where the greatest sums 
of Federal money have been reckless- 
ly expended in the development of 
public hydroelectric power projects, a 
great city light department must re- 
vealingly beseech its consumers to go 
back to candles for illuminating their 
Christmas trees —the hydroelectric 
plants at the gigantic Federal dams 
simply cannot carry this additional 
load. 

A few good old-fashioned steam 
power plants, such as those efficiently 
serving New York, Chicago, Cleve- 
land, and Detroit, have no difficulty in 
turning out the few extra kilowatt 
hours needed to light up Christmas 


e 


ing all consumers of electric power to the possibilities in- 


q “It would appear that someone should set about educat- 


herent in cheap, dependable generation of power by means 
of the modern steam plant. The inefficient local power plant 
of the past is as obsolete as is the propaganda favoring ‘free’ 
public power by hydroelectric generation.” 


219 


FEB. 12, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


trees electrically. And the cost of all 
these steam plants is less than that of 
the least of the great government- 
owned dams and transmission lines, 
now useless because of an unexpected 
dry spell high up in the mountains. 


LS the taxpayer is most deeply 
shocked when he is calmly in- 
formed by government spokesmen 
that a large area now dependent on 
hydroelectric power must one day — 
and soon—learn to get along with 
other means of generating electricity. 
Thus an enormously costly project, 
such as that serving our Southwest 
with power from the Colorado river, 
is faced with expensive complications 
in the future as the result of rapid 
silting up of the big lake-like reser- 
voirs that lie behind enormous ma- 
sonry barriers. These dams that were 
sold to the people as the ultimate solu- 
tion to the Southwest’s power, water- 
supply, and irrigation problems. 

In such an event—occuring perhaps 
fifty years hence— what will have be- 
come of all the billions sunk into those 
projects? Literally, this money has 
gone over the dam, and thus has been 
sacrificed to the white coal myth of 
“free” public power. 


HE average citizen, who must pay 

for hydroelectric projects that 
appear to fail us regularly in time of 
need, the reserve storage capacity 
of which may simply cease to exist 
due to silting up, may also discover 
that TVA power, for example, never 
did supplant the old-fashioned steam 
powerhouse, even at near-by Oak 
Ridge atomic plant. This may be the 
last step but two in his disillusionment. 
For, eventually, he must have 
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brought home to him these additional 
facts: first, that those grandiose proj- 
ects of water supply, flood control, and 
irrigation may also bog down along 
with the failure of the hydroelectric 
plant. Thus, naturally arid coastal re- 
gions already are searching about for 
genuinely dependable sources of water 
supply, such as that furnished by de 
salting sea water, as means of sup- 
plementing the 300-mile aqueducts 
bringing water down from distant 
mountains. 

As a second clincher, he may learn 
that the steam power plant is no long- 
er old-fashioned, except as to func- 
tion, and, indeed, may not even be de- 
pendent upon old-fashioned coal for 
its fuel supply. He may even discover 
that reliable steam plants may actually 
be operated at less cost twenty-four 
hours a day than the in-and-outers 
among our greatest hydroelectric 
plants. 


Geas place along about here this dis- 
illusioned taxpayer is going to 
arrive at two conclusions almost simul- 
taneously, and neither of these will 
help any Federal administration that 
has spent millions to sell him on the 
dual benefits of “free” public power 
and free public water. 

His first conclusion must be that 
someone has sold him an enormously 
expensive bill of goods through de- 
liberate misrepresentation. His second 
will be that those responsible for thus 
misleading the uninformed taxpayer 
should be forced to present all the 
facts when they come to him with fu- 
ture schemes of any type that have 
as their central theme get-something- 
for-nothing. Perhaps with a new Sec- 
retary of the Interior, who has long 
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No Such Thing As Free Lunch 


“« _.. the myth of ‘free’ public power already has been exploded, and 
the people know that there is nothing to be gained by permitting govern- 
ment to go into the business of furnishing them with electricity. Par- 
ticularly is this becoming evident as farm organizations and labor unions 
are coming out as flatly opposed to the attempts that have been made to 
socialize entire ‘valleys’ by first seizing control of rivers, damming these 
in a score of places, and thereafter controlling the electricity, water 
supply, and even the political complexion of great segments of these 
United States.” 





been on record as being unenthusias- 
tic about the proposed Columbia Val- 
ley Administration, we will hear less 
of these grandiose and near-socialis- 
tic “valley” projects. 


r would appear that someone should 
set about educating all consumers 
of electric power to the possibilities 
inherent in cheap, dependable genera- 
tion of power by means of the mod- 
ern steam plant. The inefficient local 
power plant of the past is as obsolete 
as is the propaganda favoring “free” 
public power by hydroelectric genera- 
tion. The great challenge of the fu- 
ture will not concern itself with 
building greater and yet greater dams 
behind which to impound water for 
electric power generation, but rather 
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in piling improvement upon improve- 
ment in methods and equipment em- 
ployed in the local steam plant, until 
it becomes evident to the least observ- 
ant that engineering achievements in 
such powerhouses far excel nature’s 
benevolence in giving us “free” pub- 
lic power from falling water. 


T HE day is already here when elec- 
tric power may be generated as 
cheaply in the steam plant as in the hy- 
droelectric plant. The difficulty lies in 


“ce 


convincing the layman that the “ro- 
mance” of the white coal myth must 
give way to the hard facts of economi- 
cal, dependable generation of power 
locally, by means of steam-propelled 
generators. 

Properly presented, the facts be- 
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hind modern local generation of pow- 
er are far more intriguing than ever 
were those connected with the over- 
worked white coal myth. The diffi- 
culty has been that improvements in 
steam plants have never interested the 
politician, who could discover no op- 
portunity to get votes by explaining 
to his adherents the mundane, but 
very real, advances in steam plant 
engineering. 


A of factors have recently 
combined to make it increasingly 
difficult to sell the local steam plant 
short. These may be listed somewhat 
in the order in which the average tax- 
payer is becoming aware of them. 
They are: 

The recurrent publicity given to 
power shortages that occur in those 
very areas in which we have spent the 
largest sums for gigantic Federal hy- 
droelectric plants, dams, and overlong 
transmission lines. 

The feeling of complete confidence 
which the residents of our largest 
cities have as regards the continuity 
of service from their close-knit local 
steam power plant distribution sys- 
tems. 

The realization that you can’t do 
much to reduce the cost of falling wa- 
ter, but that our engineers have ma- 
terially reduced the cost of electric 
generation in local power plants each 
year and for decades on end. 

A network of so-called free public 
power entails the expenditure of 


countless billions in the building of 


dams, transmission lines, switching 
stations, and even then continuity of 
service in connection with such instal- 
lations can only be brought about by 
the eventual building of adequate 
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stand-by steam plants—which would 
have given all the electric service 
needed without the building of a sin- 
gle dam. 

Thereafter the monthly electric 
bill paid by any citizen represents but 
a portion of what he is being assessed 
for his electricity—the remaining siz- 
able charge being hidden in his tax 
bill. 


N time of war, an entire vital de- 
fense area can be instantly put out 
of commission, either by sabotage or 
by aerial bombing, if those elongated 
transmission lines can be destroyed, 
in whole or in part; whereas a close- 
knit steam power distribution system 
can be much better protected against 
enemy attack in any form. 

The enormously expensive river 
dams are themselves sitting ducks for 
enemy bombing, as was proved both 
in Germany and in Russia in World 
War II. Here again the local steam 
power plant is readily defensible, pre- 
senting the smallest possible target. 

“Free” public hydroelectric power 
is merely a political catchword; fuel 
costs of the local steam plant have 
been steadily reduced and in the 
“atomic age” may become next to 
nothing, whereas the sprawling trans- 
mission line and the great dams and 
silting up reservoirs are enormously 
costly, but absolutely essential so long 
as we stick to the outworn white coal 
myth. 

And finally, hydroelectric power, 
except as it has been developed by pri- 
vate interests, has become so enmeshed 
in partisan politics as to become much 
more important to the politicians than 
it is to the citizens who pay for it. 

Technological advances are com- 
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ing fast in our time. Not so many 
years ago we generated our power in 
most inefficient steam plants. Then the 
hydroelectric plant was hailed as a 
great advance in economical power 
development. Now, however, we are 
entering on an age in which the hydro- 
electric plant, when accompanied by 
enormously costly dams and overlong 
transmission lines, must give way to 
newer methods of power generation 
in which coal, gas, and even atomic 
energy may be utilized with far great- 
er economy than was ever possible in 
the use of falling water in the hydro- 
electric plant. 


A the time—not so far in the future 
—when the desalting of sea wa- 
ter renders the need for great river 
aqueducts obsolete, then it will be 
found that neither are 300-mile trans- 
mission lines from billion-dollar dams 
essential. Stand-by steam plants, thor- 
oughly modernized, will become eco- 
nomical as 24-hour-a-day sources of 
electric power, and close-at-hand hy- 
droelectric power in many instances 
will revert to its status of fifty years 
ago—that of an interesting experi- 
ment, but not a source of power in 
which any engineer would care to 
place year-round dependence. 
Thereafter the man on the street 
will learn to become proud of his local 
steam-generating plants, and come to 


associate the supercolossal hydroelec- 
tric developments with higher tax 
headaches and augmented electric 
bills. 


| pei of all, however, the local steam 
plant, like a local waterworks 
plant, can never burgeon into a nation- 
wide political issue, and the concomi- 
tant aqueducts of existing hydroelec- 
tric installations, pumping plants, and 
reservoirs will frequently operate in 
reverse; that is, the arid regions they 
serve will utilize this equipment to 
supply desalted sea water to furnish 
the needs of industry, agriculture, and 
the citizen-consumer, rather than to 
drain off from inland communities 
their natural water supply. This, of 
course, renders those titanic Federal 
dams useless, since even their defend- 
ers admit that these great dams can- 
not be of service as means of flood 
control any more than could the great 
masonry piles of Bonneville and 
Coulee protect the citizenry of Van- 
port from death by drowning in 1948. 

After Hoover dam, Parker dam, 
and a number of other minor dams 
along the length of the grand old Colo- 
rado river had been built, we were 
calmly informed by Federal authori- 
ties that some 20-odd additional dams 
must at once bridge the lower reaches 
of this river and its tributaries in or- 
der to obviate future floods. 


if operated brimful (as they must be to furnish quantities of 


q “It ts becoming obvious to most citizens that great dams, 


hydroelectric power) can never function as flood-control 
catch basins. Such basins are only practicable when they are 
normally operated at low-water stages, never filled except 
in case of great floods.” 
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It is becoming obvious to most citi- 
zens that great dams, if operated 
brimful (as they must be to furnish 
quantities of hydroelectric power) 
can never function as flood-control 
catch basins. Such basins are only 
practicable when they are normally 
operated at low-water stages, never 
filled except in case of great floods. 
Aw there is the question of how 

much of our unreclaimed desert 
land can justifiably be “reclaimed” by 
enormously costly dams and systems 
of aqueducts. In recent years, millions 
of acres of excellent arable land 
have lain uncultivated each year by 
order of the Federal government. It 
is difficult to see where a few addi- 
tional millions of acres are going to 
benefit anyone except those owners 
who may hope to be paid not to plant 
crops on this land. 

Finally, the entire question of Fed- 
eral ownership of power systems and 
the universal benefits of PUD and the 
REA setup should be carefully scruti- 
nized. In the state of Washington, 
many communities are searching for 
a method to get out from under their 
PUD commitments and revert to the 
private power company. In Modoc 
county, California, the farmers have 
long been up in arms against the REA, 
protesting exorbitant rates and high- 
handed, dictatorial methods of deal- 
ing with consumers. 

As of today, none of these com- 
munities has the power to free itself 
of bureaucratic control of its electric 
supply. But the citizens are hopeful 


that a new administration may afford 
such consumers eventual relief from 
government domination of a most im- 
portant factor in their daily lives. 
Changes such as these take time to put 
into effect. 

The white coal myth has been 
developed by clever propaganda over 
a period of more than fifty years. 
It was necessary that millions of citi- 
zens were obliged to have direct ex- 
perience with the workings of Fed- 
eral power before they could appre- 
ciate the unbelievable price they must 
pay for this method of supplying 
themselves with undependable electric 
power. 

In those instances in which pri- 
vately owned power companies can 
prove that relatively close-coupled hy- 
droelectric systems are economically 
feasible, we will continue to use elec- 
tricity generated through water tur- 
bines. 


B” the myth of “free” public pow- 

er already has been exploded, and 
the people know that there is nothing 
to be gained by permitting govern- 
ment to go into the business of fur- 
nishing them with electricity. Particu- 
larly is this becoming evident as farm 
organizations and labor unions are 
coming out as flatly opposed to the at- 
tempts that have been made to social- 
ize entire “valleys” by first seizing con- 
trol of rivers, damming these in a score 
of places, and thereafter controlling 
the electricity, water supply, and even 
the political complexion of great seg- 
ments of these United States. 
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The Fuller Brush Man ‘Takes 
A Utility Job 


Door-to-door visits just ahead of “nuisance projects,” 

such as pipeline laying, have made friends for a major 

natural gas pipeline company serving the Southwest, 
which recommends a pattern for other utilities. 


By JAMES H. COLLINS* 


HIS is a public understanding 

pattern that grew out of some 

oleander bushes. That it might 
be adopted in other sections of the 
country, to increase good feeling to- 
ward utility companies, is the belief 
of Southern California Gas Company 
executives. 

The oleander bushes were a public 
relations project—in reverse. 

A railroad line ran smack through 
a nice residence neighborhood, and 
to hide the tracks and the trains, home 
owners had planted the oleanders, 
each in front of his property, and 
they had grown up into a high 
screen. 

Then the gas company laid a pipe- 
line along the railroad’s right of way, 
and right off the oleanders were 
rooted up and hauled away. After 


*For personal note, see “Pages with the 
Editors.” - ° 
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weeks of construction work, the pipe 
was in, covered up, and there was the 
bare railroad track. 

“How about replanting our ole- 
anders?” asked the home owners. 

The gas company ordered it done 
by a nurseryman. He put in some 
knee-high bushes. The home owners 
protested that these would not grow 
into a screen for several years. So 
the gas company ordered large 
oleander bushes. 


An later the company had a 
longer pipeline to lay through 
residence districts, using the streets as 
right of way. Private property was 
not involved. Just let the contract and 
get the job done. 

“How about oleanders?” was 
asked. “It seems there’s nothing peo- 
ple will fight for quicker than their 
trees, bushes, and flowers. Suppose 
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we see what we can do to keep them 
friendly on this job.” 


coven jobs are dusty, noisy, pile up 
dirt, block driveways, shut off re- 
tail stores, have safety hazards. But 
people are supposed to live through 
them. 

They admit that you can’t stop 
community growth. 

What could be done to keep them 
friendly? There wasn’t much experi- 
ence to go on. Public relations, con- 
struction, sales, and other depart- 
ments held conferences, and out of 
them came the down-to-earth idea of 
sending a public relations fellow out 
to talk with home owners and ask 
what they thought. 

That led to the “Fuller brush” pat- 
tern, which is still being developed, 
but which has been kept simple, and 
is this: 

1, Let the people who will be af- 
fected by a construction job know in 
advance that work will be going on in 
or near their property, and when, and 
why. 

2. Complete the job as it affects them 
in the shortest time. 

3. While the work goes on make it 
as frictionless as possible, 

4, Leave the completed job in good 
shape. 

The public relations man went 
from house to house, and store to 
store, telling folks that the streets 
were to be torn up. 

“What — again!” they said, skepti- 
cally. A prolonged municipal project 
had gone through not so long ago. 

“We will try to make this gas com- 
pany job different,” he explained. 

He asked questions, took notes. If 
the family driveway had to be 
blocked, what times would cause the 
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least inconvenience? Were there chil- 
dren who went to school—by bus or 
family car? Were they likely to play 
in the street when work was going 
on? Could they be kept in the yard? 
When did the housewife do her shop- 
ping—by car? 


| gen on this kind of canvass run 
a good deal like political polls: 

“Friendly—not home—indifferent 
—very friendly—nobody home—un- 
decided—not friendly—nobody home, 
but dog came to front door and 
barked .. .” 

But out of one call in fifty some 
condition was found that needed spe- 
cial treatment. 

Doctors, for example: Arrange- 
ments were made to keep their drive- 
ways open, or special parking was 
provided near by. 

Pregnant women: If the driveway 
had to be blocked, taxicab service was 
provided day and night. 

More than once people spoke of 
explosions they had read about, and 
needed reassurance. 

Others asked if now they were to 
have gas service. The big line ran 
through neighborhoods where private 
pipe installations had been necessary 
to serve individual homes, costs had 
kept gas out, but the whole area was 
beautifully served electrically—a neat 
competitive situation! 

“Dirt?” said some owners, immedi- 
ately interested. “Heck, we need a lot 
of dirt to fill in that old cesspool— 
could you put a few loads on the 
driveway, and level it off?” 

Aunt Molly had planted a hedge, a 
geranium bed, they were coming 
along so nice—would they have to be 
rooted up? Arrangements were made 
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to protect them, or to replant if they 
had to be removed. 

Merchants were sometimes bitter 
about lost trade; remembered when 
the city project went through, access 
to stores or parking lots being cut off 
longer than was necessary. Work was 
scheduled to reduce such interrup- 
tions to the minimum. Bridges were 
provided across trenches. Some types 
of business had to be accessible by 
auto at all times—service stations, for 
example. 

“How much did you lose in 
trade?” was asked. “How many 
hours, how many days, what was the 
gross sales loss, how do you figure 
your profit on that?” 


6 im put an entirely different 
face on things. Merchants were 
assured that after the line went 
through their losses would be com- 
puted, and compensated for. Money 
talked, as it always does, and these 
cash settlements were surprisingly 
few, and modest. Cash was also paid 
where property had been injured, as 
the cutting off of tree roots, stunting 
but not killing. 

Out of these reports came data for 
the engineering department and the 
contractor. Heavy equipment was 
split up into small, fast-moving units, 
tying up no more than two or three 
residence blocks for a couple of days. 
It was scheduled to be in and out as 


promptly as possible. Dirt disposal 
was facilitated by owners’ requests 
for filling in on their property. The 
contractor sat in on conferences, and 
became interested in doing a pipeline 
job this new way. 


 Pypcqeetee: often cause ill feeling 
on such jobs. They are concerned 
mainly with getting the work done. 
They pile dirt and block driveways in 
the spirit of “The show must go on, 
and this is none of our funeral.” The 
utility company is blamed. It usually 
has signs all over the place identify- 
ing this as a gas or telephone project. 
One public resentment disclosed by 
visiting people beforehand was the be- 
havior of the contractor’s workmen. 
Maybe a bridge was provided across 
a trench so customers could reach 
stores—accompanied by wolf whistles 
as they crossed. 

What does such consideration cost, 
and is it worth while? 

The contractor was first to ask that 
question. How much would his work 
be delayed, his costs increased by 
special treatment for geranium beds, 
driveways, retail orders for dirt? 

“Keep track of any extra expense 
and let us know—we’ll take care of 
it,” he was told. 

There were no special expenses. 
Contract work actually went along 
faster. And this was company experi- 
ence. Sending a “Fuller brush man” 


z 


drive to work or office in their own cars, compared to 18 


q “Ir is said that 72 per cent of Los Angeles employed people 


per cent in a transit-riding city like New York. The aver- 


age mileage is estimated at 8,700 for Los Angeles county, 


of which only about one-quarter is ‘pleasure driving. 
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ahead was a profitable lubricant for 
the project, quite apart from the pub- 
lic good feeling created. 


= handling of a major con- 
struction job led to its use for all 
field work. It has become standard 
treatment with all company crews, and 
those doing company work on con- 
tracts. This means 200 to 300 com- 
pany crews working in winter, twice 
as many in summer, and 300 to 400 
contractors’ crews in winter, and as 
many as 1,200 to 1,400 in summer. 
Crews range from three or four men 
up to dozens. They may be working 
on jobs that can be planned ahead, or 
they suddenly appear in a quiet resi- 
dence street to dig for a leak. But 
there are a lot of men, each one of 
whom has public relations opportuni- 
ties. 

Until this pipeline job nobody had 
ever talked to them about friendly 
relations with the public. Their job 
was to dig ditches, lay pipe, drill for 
leaks. Let the company take care of 
the etiquette! 

Field employees like it. “Public re- 
lations has moved out into the 
streets!” says one veteran field super- 
intendent. “Keeping people friendly 
is part of being a gas company 
employee.” 

The most important aspect of field 
work done this way is the impression 
made on motorists. 

A routine repair or construction 
job may affect only a few property 
owners and merchants, but while it is 
under way, thousands of motorists 
will pass, see the company’s signs, 
note that the work is being done with 
the least interference to traffic or 
otherwise. 
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| is said that 72 per cent of Los 
Angeles employed people drive to 
work or office in their own cars, com- 
pared to 18 per cent in a transit-riding 
city like New York. The average 
mileage is estimated at 8,700 for Los 
Angeles county, of which only about 
one-quarter is “pleasure driving.” 
Busy city streets have a daily traffic 
of around 45,000 cars, and three free- 
ways now in use have a daily total 
of 335,000 cars. 

So, good relations with motorists is 
important. 

For field work that involves no 
private rights of way, but which can 
cause minor damage, and ill feeling 
among people along the line, the pro- 
cedure is as follows: 

1. Call at each house and place of 
business along the route at least one 
or two days before construction 
reaches that neighborhood. 

2. Discuss situations with property 
owner or merchant, and if they de- 
sire follow-up, leave card. 

_ 3. Handle any minor complaint or 
request, and make notes for follow- 
up. 

4. Keep complete record of all con- 
tacts, even “Not home” or “Indiffer- 
ent”; report general public reaction 
to the project ; record complaints and 
minor claims settled. 

5. Refer major claims to land and 
right-of-way department for settle- 
ment. Follow through to see that they 
are handled promptly and properly. 
Make no statement concerning pro- 
priety of claims. 

6. Settle claims for which the com- 
pany may be morally rather than 
legally responsible, such as minor pay- 
ments to cover taxi fares, temporary 
garage rentals, etc. 


228 





THE FULLER BRUSH MAN TAKES A UTILITY JOB 





A Lawsuit in Time Can Save Nine 


c¢ HEN condemnation proceedings are inevitable, with a group, 

there are advantages in bringing an action against only one 

owner, making it a test case to determine values. As soon as an action ts 

brought this owner needs an attorney, and can look ahead to legal ex- 

penses. A decision in his case will generally lead to settlements with 

other owners. They are spared legal expenses. The owner in the test 
case may settle out of court.” 





7. Assist property owners in relo- 
cating mailboxes, delivery services, 
etc. 


aera through with this com- 
pany’s right-of-way department is 
not difficult, because for many years 
it has been on its toes to stand well 
with the public, and there is a back- 
ground of experience in dealing with 
people affected by field work. 

The company was a pioneer in lay- 
ing arterial pipelines through unin- 
habited country—or as early as any- 
body. California had supplies of 
natural gas in its oil fields, often be- 
ing wasted. The fast-growing south- 
ern part of the state needed that gas. 
So pipelines of large diameter and 


several hundred miles in length were 


projected. The job of obtaining rights 
of way was turned over to the legal 
department, which had up to then had 
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experience chiefly of franchises. These 
big lines out in the wide open spaces 
were the company’s arteries, com- 
pared to the veins of lines supplying 
consumers. 

Signing up rights across uninhab- 
ited country, over hill, over dale, 
where the average is one owner per 
mile, and the land fit for little except 
perhaps sheep grazing —that might 
seem like a right-of-way man’s dream 
come true. 

However, the realities soon 
appeared. 

Ownership was scattered far and 
wide, in other states, and even abroad. 
Years ago land promoters had sold 
much of this land. On what repre- 
sentations of future value, nobody 
remembered. But they had been pay- 
ing taxes on it year after year, and 
getting nothing back. 

Naturally, the suggestion of a pipe- 
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line going through aroused hopes. 
Would this gas company be the first 
“sucker”? Owners began to think 
about how much they might be able 
to get. They were not in touch with 
one another, as would have been the 
case in a place where people were 
neighbors, and could get together. So 
the ideas of value were rosy. 


HE gas company was also con- 

cerned with the “How much?” 
It wanted to pay full actual value, no 
more. And just as important, to pay 
no less, because sharp bargaining for 
small gains of this kind would leave 
hard feelings when owners compared 
notes. So, all horse-trading tactics 
were “out.” 

This was definitely one of those 
“They Can Throw You Out Any 
Time” situations of the recent Satur- 
day Evening Post article (PusBiic 
Utitities ForTNIGHTLY, August 28, 
1952, pages 286-293), because con- 
demnation proceedings could be used. 
In that case, appraisals would have 
been made to determine just values. 
And this was where the right-of-way 
men started. In condemnation pro- 
ceedings, owners get an education in 
values. Through appraisals without 
condemnation they might get the same 
education. 

Where ideas of value were at wide 
variance, between owners and com- 
pany, and among owners themselves, 
two appraisers were appointed by 
right-of-way men. One would be an 
appraiser of local reputation, experi- 
enced in local values, and known to 
be fair. The other would be an 
appraiser of statewide reputation, of 
undisputed integrity. 

These two appraisers made sepa- 
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rate reports on value, and _ their 
figures were submitted to the property 
owner. They were generally close, 
and supported their figures by reasons, 
Adjacent properties of the same gen- 
eral character were evaluated much 
alike. The figures settled many dis- 
puted cases. 

Owners saw that the company 
wanted to pay full appraised values. 
Everybody got similar values, nobody 
more, nobody less. Settlements for 
more to one owner, and less to 
another, always leave the seeds of dis- 
satisfaction. Later on, when owners 
compare with one another, horse 
trading rankles. 


NEVITABLY, some owners were stub- 

born, holding out for more than 
appraised value. In other cases, a 
group of owners might stand together 
and hold out for more. 

In still other cases, an owner would 
be elusive, hard to find, away from 
home indefinitely, taciturn if un- 
earthed—in some ways this kind of 
owner is hardest to deal with. 

The elusive owner has neighbors 
and business connections. Even Rob- 
inson Crusoe had Friday, and a right- 
of-way man would have taken it up 
with him, to see if he could influence 
the monarch of all he surveyed—and 
possibly with Crusoe’s old parents in 
England. The indirect approach often 
settles such a case. The thing turns 
mostly on convincing the property 
owner that the company wants to pay 
what is fair, no more, no less, deter- 
mined by unbiased appraisers. 

In dealing with a_ recalcitrant 
group, there is strong temptation to 
close with one owner, at a price 
shaded upward. That is bad for 
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future public relations. Here, too, the 
old adage holds, “Long after price is 
forgotten...” Patience is rewarded 
with the knowledge that the company 
was fair. 


joan condemnation proceedings 
are inevitable, with a group, there 
are advantages in bringing an action 
against only one owner, making it 
a test case to determine values. As 
soon as an action is brought this 
owner needs an attorney, and can look 
ahead to legal expenses. A decision 
in his case will generally lead to set- 
tlements with other owners. They are 
spared legal expenses. The owner in 
the test case may settle out of court. 
In this company’s experience, it 
has been necessary for right-of-way 
men to work spaciously, co-ordinating 
their work with that of the engineer- 
ing department and the contractors. 
Engineers want rights along tenta- 
tive routes, pending the settlement 
of engineering questions of terrain, 
costs, and so forth. And contractors 
may start field work at one end or the 
other of the project, or in the middle. 
If rights of way are ready in one sec- 
tion of the project, and the work 
starts elsewhere, there is confusion, 
and haste in signing up further rights. 
Right-of-way men obtain options 
on alternative routes. Something is 
paid for options, something more if 


they are taken up, and a final payment 
is made when the line is finished. 


| age experiencé with these arterial 
pipelines inside California pre- 
pared the company’s right-of-way men 
for its big pipeline from Texas, a 1,200- 
mile $70,000,000 project, of which the 
200 miles beginning at the California 
border were handled. This route went 
through communities and good farm- 
ing country, and general land values 
had advanced. Also, the main pipeline 
was followed by branches to serve 
additional territory, and they ran 
through towns and cities. 

The Fuller-brush-man technique 
had meanwhile been developed by the 
public relations department. The pat- 
tern was complete, and proved effec- 
tive on this larger scale. 

The public not only had no com- 
plaints about a pipeline passing 
through a city of 75,000 people, but 
was actually made part of the job. 
Talking with property owners while 
work was going on, a gas journal edi- 
tor found that many of them could 
tell all about pipe diameter, the source 
of gas, the territory being served, and 
other details — which they had got 
from the house-to-house visits of gas 
company men. 

In this particular city a sewer con- 
tractor had lately kept streets torn up 
for many days, with open trenches, 


= 


the settlement of engineering questions of terrain, costs, and 


q “ENGINEERS want rights along tentative routes, pending 


so forth. And contractors may start field work at one end or 


the other of the project, or in the middle. If rights of way 
are ready in one section of the project, and the work starts 
elsewhere, there is confusion, and haste in signing up further 
rights.” 
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dirt piled up on lawns, traffic de- 
toured. Hard on the public, but creat- 
ing a splendid background for the 
house-to-house treatment. “We don’t 
see why that sewer contractor couldn’t 
have been as neat about it as the gas 
company!” said property owners. 

Commonly, press releases are sent 
out ahead of such a project, telling 
property owners in their local news- 
papers that it is under way—perhaps 
spotlighting the cost to the company, 
and the extension of service, but say- 
ing nothing about inconvenience to 
the public. 


Bb drag is an advantage in calling 
only a day or two before work 
reaches a given block. People will re- 
member, not having time to forget. 
And family plans are seldom made 
very far ahead. 

Youngsters are a hazard, but also 
a help. The work fascinates them, 
they play follow-the-leader around 
equipment, but are interested in de- 
tails. In one neighborhood the house- 
to-house caller saw a Scout meeting 
in progress on the route, and stopped 
to give some facts about the project. 


He located the “den mother,” and she 
arranged for a showing of a company 
pipeline film, which grew into a 
father-and-son affair, with more than 
100 attending. In another neighbor- 
hood the line ran past a school with 
600 pupils. The principal was given 
facts with which to brief teachers, 
who in turn talked to their pupils, and 
the sheriff’s office assigned guards. A 
pipeline film was also shown. This 
locality developed a complication, a 
quicksand close to the schoolyard. 
Advance work prevented accidents. 


yw superintendents have also 
been drafted, adults with the right 
amount of curiosity as well as time, 
sitting in a chair explaining the work 
to youngsters, following along with 
the chair. This is made attractive by 
such equipment as X-rays, used to test 
welds. The interest of the project is 
definitely something to work with, 
canceling out “nuisance values.” 

The Fuller brush man always gives 
the customer a sample. 

In this kind of public relations 
work, the technical interest of the job 
might be considered the sample brush. 





ad LY, fa has discovered no device so potent to stop produc- 
tion and disarrange distribution as the device of 
government control and interference. 


“If the government of the United States—along with other 
governments—will attend to the matter of keeping peace, law, 
and order and if it will get its fat, stupid self out of trying to 
govern economic matters, the people left to themselves will 
find ways to accommodate themselves to changes just as they 
always have when and where governments have left them free 
to do so.” 

—EpiTor1AL STATEMENT, 
The Wall Street Journal. 
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Washington and the 
Utilities 


McKay's Confirmation 


T will take some time for the press gal- 

lery and other Washington observers 
to get used to the strange alliances in 
Congress which are springing up in the 
wake of President Eisenhower’s land- 
slide electoral victory of last November. 
Not only do we have maverick Republi- 
cans, such as the rebel Senator Morse of 
Oregon (now classified as an independ- 
ent), and the unpredictable Senator 
Langer of North Dakota; we also have 
deep South Democrats who evidently 
have been studying the surprising GOP 
electoral vote from their native states. 

The public power issue was thrust into 
the Senate’s consideration of the McKay 
nomination by his forthright statements 
to the Senate Interior Affairs Com- 
mittee. McKay appeared to make a dis- 
tinction between the statutory preference 
for publicly owned agencies in the sale 
of power from Federal projects and 
“equal treatment.” (See discussion on 
page 248.) After the committee had 
voted to recommend his nomination, but 
before the Senate had acted, the former 
Oregon governor made even more forth- 
right statements about giving both pub- 
licly and privately owned power agencies 
a fair break. 

His statement that the preference 
clause should not be used to discriminate 
against a private utility’s customers in 
case of a power shortage brought fire to 
the eyes of the public ownership bloc in 
the Senate, 

Hence the statements by the two 
Democratic Senators of Washington, 
Magnuson and Jackson, and the in- 
dependent Senator from Oregon, deplor- 
ing McKay’s apparent departure from 
the strong public ownership line taken by 
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his predecessor, former Interior Secre- 
tary Chapman. 

Magnuson’s junior colleague, Senator 
Jackson of Washington, had also needled 
McKay along this line at the committee 
hearing. The veteran New Deal wheel 
horse, Democratic Senator Lehman of 
New York, paid tribute to the conserva- 
tion principles established by Theodore 
Roosevelt, the Pinchots, Harold Ickes, 
Oscar Chapman, and he wants to see the 
policies they advocated pursued. 


Ma was staunchly defended by 
administration Senators on the 
Republican side of the aisle. His own 
Senator Cordon of Oregon led the de- 
fense, but some interesting Democratic 
support showed up as well. Senator 
Chavez of New Mexico had evidently 
been contemplating the New Mexican 
vote for Eisenhower and addressed re- 
peated remarks to the chair on the need 
of giving President Eisenhower further 
support. “I want particularly to associ- 
ate myself with those who would vote 
for former Governor McKay as Secre- 
tary of the Interior and for the good lady 
from the state of Texas.” Likewise, 
Senator Long of Louisiana, a state of the 
solid South which almost shifted to Eis- 
enhower, discovered in McKay a cham- 
pion of states’ rights, which Long has 
always advocated. 

Senator Holland of Florida, still an- 
other southern state which went into the 
Eisenhower column, recalled McKay’s 
consistent opposition to “valley authori- 
ties.” He said that the people of Oregon 
had elected McKay on the basis of his 
antiauthority record. Holland conclud- 
ed: 


... Mr. McKay made his record long 
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ago, long before the plank was written 
into the 1952 Republican platform. 
The Senator from Florida welcomes 
the fact that the distinguished former 
governor of Oregon is consistent and 
is still following the course of action 
which he followed then... 


It would appear from these enthusias- 
tic endorsements from certain southern 
Senators, who always had a fairly con- 
servative streak, anyhow, that the Eisen- 
hower administration might develop 
some rather strange coalitions. This is, 
of course, with respect to such state-Fed- 
eral controversies as may arise in con- 
nection with revising Federal power 
policies and the so-called tidelands-gas- 
oil return issue. 


F all or most of the Senators from the 
many Democratic states which went 
for Eisenhower reflect the attitude taken 
by Chavez, Long, and Holland, it would 
more than offset the occasional defection 
of Langer and other Republicans who 
might be tempted to join the rebel Sena- 


tor Morse of Oregon in making things 
difficult for the new President’s program. 

Incidentally, speaking of the tidelands 
issue, both President Eisenhower and 
Congress were expected to take immedi- 
ate steps to cancel ex-President Tru- 
man’s order turning the disputed offshore 
oil and gas deposits over to the Navy 
Department. Regarded as little more 
than a last-minute effort to embarrass 
politically the new administration, Tru- 
man’s order may nevertheless cause legal 
complications which could hold up ad- 
ministration plans to turn proprietary 
interest in the “tidelands” over to the 
states. 

Some observers predicted it would 
take the combined efforts of Eisenhower, 
Congress, the courts, and the State De- 
partment to unravel the problem created 
by Truman’s order. Congressional lead- 
ers, however, called the edict “meaning- 
less” and promised early action to set 
aside the executive order. A bill (HR 
1931) to accomplish this has been intro- 
duced by Representative Hosmer (Re- 
publican, California). 
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Working over Truman’s Budget 


- was evident from the start that the 
new Republican Congress is not tak- 
ing Truman’s $78.6 billion budget very 
seriously. The retiring administration’s 
budget appears to be of interest mainly 
as a point of departure for the present 
Congress. No one, said House Speaker 
Martin (Republican, Massachusetts), 
“should be alarmed by . . . (this) phan- 
tom budget for 1954. It is a spendthrift 
budget, calculated on policies and pro- 
grams which no longer prevail. At the 
proper time, the new administration will 
submit its own program and a balanced 
budget to support it.” The new adminis- 
tration’s Budget Director Dodge warned 
against expecting any 60-day budget 
“miracle.” 

House committee work would begin 
on budget investigations as soon as or- 
ganization was finished, according to 
Chairman Taber (Republican, New 
York) of the House Appropriations 
Committee. The staff will be headed by 
Robert E. Lee, who has been working 
with the committee all during the 81st 
and 82nd Congresses. Lee was also 
chief investigator during the 80th (Re- 
publican) Congress when he wrote the 
“Lee Reports,” a critical analysis of Fed- 
eral public power agency methods. Avail- 
able to the committee is a group of certi- 
fied public accountants, which consists 
of representatives of leading firms. 

There is also a business group designed 
to go into the operating practices of the 
executive branch departments. This 
group will be headed by Donald R. Bel- 
cher, retired treasurer of the American 
Telephone and Telegraph Company, 
who has had considerable wartime gov- 
ernment experience. Altogether, the 
outlook is for business-minded scrutiny 
of all appropriation requests. Represent- 
atives Bow (Republican, Ohio) and 
Budge (Republican, Idaho), both for- 
mer members of the House Interior Af- 
fairs Committee and critics of Interior 
Department administration (under Sec- 
retaries Krug and Chapman), were asked 
by Chairman Taber to join his com- 
mittee. They have accepted. 
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Central Valley Arguments 


EPRESENTATIVE Engle (Democrat, 
California) has his own idea about 
how the Federal government can turn 
over Central valley to the state of Cali- 
fornia. Engle is afraid that if the plan 
on which the state Republicans are work- 
ing were adopted, it would mean the end 
of Federal aid and subsidy. So, he has 
introduced a bill that would make Cali- 
fornia a managing agent of the Federal 
government in the operation and mainte- 
nance of the Central Valley project. His 
bill directs the Interior Department to 
work out an agreement with the state to 
allow “local control” without denying 
California continued “access to Federal 
funds.” Under this plan, the Federal 
government would retain title to the 
permanent works (for which Congress 
has voted over $400,000,000) until reim- 
bursed. 

Representative Poulson (Republican, 
California) is not satisfied that Engle’s 
bill is practical. It is pointed out that as 
long as the Federal government retains 
title and spends money on the project, it 
will exercise control over it. That is 
what the Californians have been com- 
plaining about — Federal interference 
with local affairs in the Central valley. 


* 


Northwest Power Law Reform? 


ae his state legislature, Gov- 
ernor Langlie (Republican, Wash- 
ington) already is busy on plans to 
change the state power law to conform 
with what he expects to be the new ad- 
ministration’s power policy. Langlie 
said that the new national policy will per- 
mit transfer of control of water and pow- 
er resources from the Federal govern- 
ment to the region where the resources 
are located. Financing with Federal as- 
sistance would be worked out on a co- 
operative basis. Langlie, reported to 
have an understanding with the new In- 
terior Secretary McKay, is believed to 
be seeking supplementary state legisla- 
tion preparatory to Federal power policy 
teforms at the national level. He told his 
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legislature: “An over-all plan must be 
based on co-operation” between Federal, 
state, public, and private power interests. 

Governor Langlie has conferred with 
public utility district leaders and will 
meet soon with representatives of pri- 
vately owned power companies. “Out of 
these meetings will come a power policy 
and program pointing toward more 
effective administration with the new na- 
tional administration, ironing out diffi- 
culties we find in our area, and bringing 
the region together for a sound, inte- 
grated power operation,” he stated. 

He favored a national policy which 
would get local power developments “out 
of hock to the Federal government as 
soon as possible.” 


ad 


Clouds over REA Super Co-ops? 


lo buried in the broad scope of 
Agriculture Secretary Benson’s 
reorganization of the entire Agriculture 
Department was a little nugget of in- 
formation of special interest to the Rural 
Electrification Administration. Benson’s 
over-all shake-up was an effort to stream- 
line twenty sprawling Agriculture agen- 
cies into four administrative groups. 
REA fell into the same package with two 
other Agriculture credit organizations— 
Farm Credit Administration and Farm- 
ers Home Administration. The top offi- 
cial of this group is to be Romeo E. 
Short of Arkansas, one of the assistants 
to Secretary Benson. 

Short’s appointment immediately re- 
called his activity as vice president of the 
American Farm Bureau Federation, with 
which he has been previously associated. 
Short was one of the parties who sparked 
the resolutions passed by the Farm Bu- 
reau Federation criticizing “easy” credit 
policies of the Farmers Home Admin- 
istration and the “super co-op” loan 
policy of REA in the electric utility field. 
REA’s “super co-op” allegiance with the 
Interior Department, already threatened 
by Interior Secretary McKay’s desire to 
restore harmony between private utilities 
and public power agencies, may be fur- 
ther discouraged at Agriculture. 
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Exchange Calls 


Bell System Cuts Backlog of 
Phone Requests 


si Bell system made a sizable cut 
in the backlog of unfilled requests 
for telephones last year but still is con- 
fronted with a further heavy demand. At 
the close of 1952, there was still a back- 
log of 605,000 unfilled applications for 
phones—174,000 below the backlog of 
779,000 at the start of 1952. 

There are now 39,400,000 Bell system 
phones in service, compared with 37,500,- 
000 at the beginning of 1952, and, ac- 
cording to Cleo F. Craig, American Tele- 
phone and Telegraph president, “the 
prospect ahead is for further substantial 
growth requiring continued heavy con- 
struction of new facilities.” In his 
quarterly report to AT&T shareholders, 
Mr. Craig also noted that demand for 
telephone service continued to increase 
in the fourth quarter of 1952. Nearly 
600,000 phones were added in the period, 
bringing the gain for the year 1952 to 
almost 2,000,000, not far under the 2,- 
070,000 put on the lines in 1951. 

Craig’s letter to the Bell system’s 
shareholders carried with it a preliminary 
report of AT&T earnings for the fourth 
quarter of last year and for the full 1952 
calendar year. It also carried earnings 
for the Bell system on a consolidated 
basis for the three months and twelve 
months ended November 30th, last year. 
For the last 1952 quarter the parent 
AT&T reported earnings of $2.45 a share 
on 38,204,000 average shares outstand- 
ing during the year, compared with $2.54 
a share on 32,885,254 average shares out- 
standing in 1951. For the calendar year, 
the share results were $10.09 on a net in- 
come of $358,310,000, compared with a 
net of $326,944,708, or $10.54 a share on 
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fewer shares outstanding in the previous 
year. 


EPORTING on a consolidated basis for 
the twelve months ended Novem- 
ber 30, 1952, the Bell system showed a 
net income of $400,178,831, or $11.42 a 
capital share. This compares with a con- 
solidated net of $365,806,105, or $11.93 
a share on fewer shares outstanding and 
applicable to the parent concern, in the 
preceding comparable twelve months. 
Gross operating revenues of the world’s 
largest private corporate enterprise ad- 
vanced to a new record of $3,998,710,192 
in the twelve months to November 30, 
1952, from $3,611,445,961 in the preced- 
ing comparable period. Taxes and op- 
erating expenses took a major portion of 
the increased revenue. These items, com- 
bined, amounted to $3,531,256,663, 
against $3,175,829,190 the year before. 
Taxes alone amounted to almost $706,- 
000,000 in the twelve months. 

As a means of improving the inter- 
state earnings of the Bell system tele- 
phone companies, the Federal Communi- 
cations Commission has authorized 
AT&T to dispose of its so-called Em- 
ployment Stabilization Reserve of $11,- 
500,000 by monthly instalments of $1,- 
000,000 during 1953. This action was 
taken upon consideration of a request 
by AT&T proposing release of the re- 
serve. 

Since the amounts placed in reserve 
were not recognized as deductions from 
taxable income during the years in which 
they were accumulated, the full amount 
of the reserve is now available for addi- 
tion to net income after taxes. At cur- 
rent Federal income tax rates, it would 
require an interstate rate increase 0 
about $24,000,000 annually to produce 
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an increase in net income after taxes of 
$11,500,000 annually. However, FCC’s 
action has no effect on the present level of 
interstate rates. 


HE reserve, which was accumulated 

by AT&T during the war years pur- 
suant to FCC approval, was intended to 
meet the postwar costs of maintenance 
projects deferred during the war. How- 
ever, the reserve was never used for this 
purpose because it was found not prac- 
ticable to identify the portions of post- 
war maintenance which had been de- 
ferred, and inasmuch as postwar earnings 
of the Bell system appeared adequate to 
meet deferred and current maintenance 
costs without the use of the reserve. 

The commission’s action in releasing 
the reserve will improve the interstate 
earnings of each of the Bell system com- 
panies. This will result from applying 
the division of interstate revenue pro- 
cedures in the Bell system to the release 
of the reserve so that each of the com- 
panies will share in the $11,500,000 in 
the same proportion as its net book cost 
of interstate telephone plant is to the 
total net book cost of all interstate tele- 
phone plant in the Bell system. 


* 


CIV A Plans New Contract Talks 


TT? CIO Communications Workers 
of America, which claims 300,000 
members in the telephone industry, has 
laid down a 10-point bargaining pro- 
gram for forthcoming contract talks with 
Bell system companies across the coun- 
try. Union officials said they were hop- 
ing for an “atmosphere of harmony,” and 
not a repetition of last year’s bitter nego- 
tiations which resulted in a strike of 
some 70,000 telephone operators and in- 
stallation workers. 

Higher wages were listed by the 
union as the No. 1 contract demand, ac- 
cording to the union’s executive board, 
but no specific figures have been men- 
tioned. The union’s official publication, 
the CWA News, revealed recently that 
the first formal notice of contract termi- 
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nation would be sent to Bell early this 
month. The Taft-Hartley law requires 
at least a 60-day notice from either a 
union or management before a work con- 
tract can expire legally. The CWA News 
listed as the union’s main demands: a 
substantial wage increase; higher pen- 
sions under the company-financed pen- 
sion plan; writing the pension plan into 
the various contracts; improved griev- 
ance procedures; and a new seniority 
clause, 
* 


REA Approves Three New 
Telephone Loans 


HE Rural Electrification Adminis- 

tration has approved three rural tele- 
phone loans, totaling $1,286,000, to 
finance the improvement and extension 
of rural service in three states. Also ap- 
proved was a loan contract with the Bul- 
lock County Rural Telephone Co-opera- 
tive, Statesboro, Georgia, in the amount 
of $453,000, an increase of $8,000 over 
the original allocation. 

The Paul Bunyan Rural Telephone 
Co-operative of Bemidji, Minnesota, was 
granted a loan of $452,000 which the co- 
operative expects to use to acquire the 
properties of a small independent tele- 
phone company serving 107 subscribers, 
and ten small switcher companies, serv- 
ing 225 stations. The completed system 
will consist of 332 miles of line and will 
provide service to 380 rural families now 
without telephones. 

A loan of $440,000 was earmarked for 
the Traverse Bays Telephone Company, 
Central Lake, Michigan, to be used for 
the construction of 28 miles of new line 
and added facilities to furnish service to 
166 existing subscribers and 1,010 new 
subscribers not included in an original 
loan of $371,000, granted last May. A 
total of 2,376 subscribers, including 1,588 
now without telephones, will receive tele- 
phone service as a result of the expan- 
sion and modernization possible under 
the REA loans. 

The Taylor Telephone Co-operative, 
Merkel, Texas, was granted a loan of 
$394,000. The co-operative plans to add 
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four independent telephone exchanges to 
its present system, which includes small 
telephone properties acquired under a 
previous loan. With the loan funds, 908 
miles of new line will be constructed and 
12 automatic dial central offices installed. 
When rehabilitation and new construc- 
tion have been completed, the co-op’s sys- 
tem will consist of 1,807 miles of line. 


¥ 
Sale to Indiana Co-op Opposed 


HE proposed sale of the “west side” 
telephone properties of the John T. 
Detchon estate to an Indiana co-op is 
drawing the fire of some Indiana citizens 
who would be served by the co-op. Dur- 
ing the original hearing before the Indi- 
ana Public Service Commission which 
approved the sale, several residents of 
Attica, Indiana, had appeared before the 
commission in opposition to the transac- 
tion which would permit the Hoosier 
Telephone Co-operative to acquire the 
properties with the aid of an REA loan. 
One of the citizens has now filed suit to 
block the deal on grounds that it would 
result in higher telephone rates and that 
the debt requirement of the co-op would 
render it incapable of maintaining the 
property and providing adequate service. 
The plaintiff charged that sufficient 
evidence was lacking to support the 
commission’s order approving the sale 
and that the officers and directors of the 
co-op are inexperienced in operating a 
public utility. In addition, it was pointed 
out that Hoosier’s capital structure “con- 
sists almost entirely of debt and contains 
substantially no equity capital, in viola- 
tion of all accepted standards of sound 
telephone financing.” 


* 


Maryland Rate Increase 
Approved 


HE Maryland Public Service Com- 
mission last month approved, in a 
split decision, the temporary rate increase 
asked for by the Chesapeake & Potomac 
Telephone Company, effective February 
Ist. Basically, the increase meets the 


FEB. 12, 1953 


company’s requested 50 cents per month 
on unlimited residential service and 25 
cents monthly on other types of service. 

In granting the increase the commis- 
sion required the company to enter into 
bond of $1,350,000 to provide whatever 
refunds might be required when the 
permanent rate is finally determined. 
The commission also specified that the 
boost was to be in effect no longer than 
nine months unless a further extension, 
not to exceed three months, is granted. 

The C&P filed an application last 
August for permanent rates that would 
produce $830,000 net income which, it 
contended, would be necessary to restore 
earnings to the level authorized by the 
commission. It was estimated the 25- 
and 50-cent increases would produce $1,- 
800,000 in gross revenue. The dissenting 
commissioner in the commission’s de- 
cision to grant a temporary increase cited 
a previous ruling by the commission that 
the company was entitled to an earning 
of 5} to 6 per cent and that a lesser in- 
crease should have been provided tem- 
porarily. 

It was argued that the increase pro- 
vided would bring a return close to 6 
per cent and that a minimum return 
would have been more appropriate. 


- 
Illinois Bell to Get Rate Hike 


HE state supreme court of Illinois re- 

opened the door for Illinois Bell 
Telephone Company to get a rate in- 
crease. The court upheld a lower court 
decision which vacated a denial by the 
Illinois Commerce Commission for such 
an increase, and at the same time ordered 
the commerce commission to hold new 
hearings and fix a rate increase. 

The company’s original request for an 
increase of $22,800,000 was rejected by 
the commerce commission in December, 
1951. The high court’s action affirmed 
a subsequent decision by the Kane 
County Circuit Court that the commis- 
sion’ s rejection of Bell’s rate petition was 

“unreasonable and unlawful.” The su- 
preme court did not stipulate what Illi- 
nois Bell’s rate increase should be. 
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Financial News 
and Comment 


By OWEN ELY 


Possible Beneficiaries of New 
Washington Utility Policies 


HILE it is too early to predict the 

probable results of the new Wash- 
ington policies with respect to utilities, 
nevertheless it may be permissible to in- 
dulge in some speculation as to the po- 
tential benefits for individual companies, 
now that the long period of pressure and 
propaganda for public power expansion 
everywhere at the expense of the busi- 
ness-managed power industry, by ex- 
ponents of the New Deal and Fair Deal, 
seems to be ending. Investors in utility 
stocks both here and abroad are inter- 
ested in this question, hence a brief re- 
view in this department. 

The Pacific Northwest has, of course, 
been on the “firing line” against public 
power. The private utilities have had to 
buck not only the big Federal projects 
under the leadership of Bonneville, but 
also the local PUD’s. Puget Sound Pow- 
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er & Light has been in the thick of the 
battle and its story has been well told 
by President Frank McLaughlin in his 
annual reports and letters to stockhold- 
ers. Puget already has been partially dis- 
membered; the PUD’s and the city of 
Seattle have been “nibbling” at the prop- 
erty for years. The question as to wheth- 
er the remaining properties can be sold 
as a unit is now involved in court pro- 
ceedings. 


oi Federal government over the 
past two decades has undertaken 
the development of huge hydroelectric 
projects on the Columbia river, with the 
private utilities playing a comparatively 
minor role. The Columbia river power 
system, operated by the Bonneville Pow- 
er Administration in the Interior De- 
partment, now produces about 18.6 bil- 
lion kilowatt hours per annum. This 
cheap power goes largely to aluminum 
and other electro-process industries, as 
well as to 41 municipalities, in an area 
of some 200,000 square miles. Bonne- 
ville, in the year ended June 30, 1952, 
had about 5 billion kilowatt-hour sur- 
plus power which went into the “North- 
west Power Pool.” 

Several private utilities also contrib- 
uted nearly one billion but Bonneville 
obviously has dominated the pool. Some 
of the private utilities have now become 
somewhat dependent on Bonneville: 
Thus Portland General Electric obtained 
about 73 per cent of its power from the 
pool, Pacific Power & Light 56 per cent, 
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Washington Water Power 33 per cent, 
and Utah Power & Light 24 per cent. 
With the aid of a Federal law, it has 
been Bonneville’s policy to favor pub- 
licly owned systems in the distribution 
of Federal power as against the private 
utilities. The appointment of Douglas 
McKay, former governor of Oregon, to 
head the Interior Department has fo- 
cused attention. (See P.U.R. Executive 
Information Service of January 23rd.) 
Dr. Paul Raver, Bonneville Administra- 
tor, has apparently seen the “handwrit- 
ing on the wall,” for he was recently re- 
ported to favor formation of an inter- 
state agency to take over Bonneville and 
other Federal projects. 

In addition to the companies named 
above, Mountain States Power and Idaho 
Power might benefit by a revised pro- 
gram. Idaho Power might be allowed to 
proceed with its plan for several large 
hydro projects, if the Interior Depart- 
ment drops the competitive project for 
a huge dam at Hell’s Canyon. Further 
down the Pacific coast, Pacific Gas and 
Electric Company, now the second larg- 
est electric-gas utility, has been battling 
with the Interior Department for many 
years over hydro developments; while 
the company has probably not been pe- 
nalized to any great extent, nevertheless 
relief from this contest should be of some 
advantage to the company. 


ee Interior Department under Sec- 
retary Chapman was not satisfied 
with the policy of attempting to dom- 
inate the development of hydro power, 
and to control its distribution so as to 
favor local public power projects. Short- 
ly before Mr. Chapman retired, the Bu- 
reau of Reclamation issued an elaborate 
30-page brochure on “A Study of Fu- 
ture Power Transmission for the West.” 
In this it was proposed that huge 
amounts of steam power should be gen- 
erated at the coal mines and sent to other 
areas through long-distance transmis- 
sion lines by use of a 500,000-volt sys- 
tem (330,000-volt transmission is the 
_ thus far attempted by the utili- 
ties ). 

This proposal parallels the attempts 
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of TVA to add large steam-generating 
facilities. It seems to be part of the gen- 
eral propaganda that private utilities 
can’t “do the job.” 

In the huge Missouri valley area a 
group of states have been trying to 
formulate a program for flood-control 
and hydro development, while the Fed- 
eral government has sought to set up a 
Missouri Valley Authority. Interior also 
has planned to build a network of trans- 
mission lines from some of the hydro 
projects approaching completion, thus 
threatening competition for Northern 
States Power and Interstate Power. The 
utility companies have proposed build- 
ing their own transmission lines for the 
distributing areas, which plan should now 
have a better chance for success. Other 
companies which may benefit by the new 
trend are Union Electric of Missouri, 
Iowa Power & Light, etc. 


VA finally reached a “gentlemen’s 

agreement” with Wendell Willkie 
when it purchased some of the Common- 
wealth & Southern properties from him 
years ago, and since that time the rela- 
tions between Southern Company and 
TVA have remained generally harmoni- 
ous. However, private utilities have been 
disturbed by TVA’s requests for funds 
to build more and more steam capacity. 
While TVA has done a technical job in 
developing the Tennessee valley, taxpay- 
ers throughout the entire country have 
had to participate in this area develop- 
ment whether they realize it or not. It 
may be that the new administration will 
endeavor to put the TVA accounts on 
a more realistic basis and formulate some 
plan for closer co-ordination of Federal 
with private power. 

The Southwestern Power Adminis- 
tration has been building some Federal 
hydro projects in its area, but water 
power is rather unreliable and must fre- 
quently be supplemented by steam pow- 
er. The Interior Department has tried 
to run its ‘own power lines to service 
REA’s, etc., in competition with the pri- 
vate utilities such as Arkansas Power 
& Light, Southwestern Gas & Electric, 
etc. The new administration should be 
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able to work out a more co-operative 
program in this area. The same com- 
ment applies to the smaller Southeastern 
Power Administration, although no im- 
portant issues seem to have yet arisen 
in connection with this agency. 

South Carolina Electric & Gas a year 
or so ago published a full-page letter in 
The New York Times about the threat- 
ened encroachment of the Santee-Coop- 
er (state) Authority which, egged on by 
Federal agencies, proposed to encroach 
on the territory of the private utility. 
Perhaps the state authority will now get 
less official encouragement from Wash- 
ington in its proposals to build compet- 
ing transmission lines, etc. 


IAGARA MoHAWK Power, New 
York State Electric & Gas, and 
Rochester Gas & Electric may eventual- 
ly succeed in gaining access to power de- 
veloped incident to the St. Lawrence 
seaway project whenever this becomes 
an accomplished fact. A group of private 
utilities, which includes these utilities 
and also Consolidated Edison and Cen- 
tral Hudson Gas & Electric, is hopeful 
that they may be allowed to build a 1,- 
132,000-kilowatt plant at Niagara Falls, 
made possible under the 1950 Treaty 
with Canada. (This project is separate 
from any power development in connec- 
tion with the St. Lawrence seaway; in 
fact, the two rivers are 250 miles apart.) 
Hearings were held in 1951 before the 
Senate and House Public Works com- 
mittees on three bills, but no action was 
taken by either committee. Canada al- 
ready is hard at work building a plant 
on its side of Niagara. 

The five utilities submitted testimony 
on behalf of the Capehart-Miller Bill to 
permit private development of our share 
of the Niagara power, these companies 
jointly financing and constructing the 
development. The Lehman-Roosevelt 
Bill proposed that the Federal govern- 
ment construct the development and 
transfer it to the state of New York upon 
conditions which the state has deemed 
objectionable. The Ives-Cole Bill would 
authorize the state of New York to car- 
ry through the project and to operate it. 
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The utilities are putting up strenu- 
ous protests against Federal develop- 
ment of Niagara power because they feel 
that this would, for the first time, put 
the U. S. government directly in the 
power business—since there would be no 
corollary functions such as flood control, 
navigation, irrigation, etc. In their hear- 
ings before the committees they stressed 
(1) their ability to undertake the de- 
velopment promptly through private fi- 
nancing, (2) the resulting tax yield to 
Federal, state, and local developments 
if the work is done privately ($23,000,- 
000 annually in addition to what the five 
companies normally pay), and (3) the 
experience and know-how of Niagara 
Mohawk to construct the project prompt- 


ly. 


| by the new setup in Washington, 
prospects seem more favorable for 
permitting private companies to handle 
the job. However, if New York state 
should build the power plant, state law 
provides that the electricity should be 
distributed through existing facilities, 
assuming that reasonable rates are set 
(which would undoubtedly be the case 
since the public service commission would 
regulate them). Thus there would be no 
likelihood of state construction of trans- 
mission lines or competition for the cus- 
tomers of private utilities. 

Some of the New England companies 
(New England Electric System, Cen- 
tral Maine Power, and Public Service 
of New Hampshire) have been con- 
cerned about the Federal government’s 
extensive propaganda in the past several 
years urging the need of Federal de- 
velopment of hydro resources in that 
area, in competition with the private 
companies. Perhaps this apprehension 
will now be eased. Virginia Electric & 
Power has been fighting for some years 
to develop a hydro project in Virginia, 
but has been blocked by the Interior De- 
partment which wanted to build the 
project itself. As soon as the U. S. Su- 
preme Court decides the pending Roa- 
noke Case, the company may be allowed 
to proceed, but the benefits are hard to 
assess, 
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eral Power Commission has ac- 
cumulated a huge backlog of applications 
for rate increases, due to rising costs of 
gas at the wellhead. The industry’s ap- 
prehension over the commission’s “cost 
of money” theory of rate making (as ex- 
emplified in the Northern Natural Gas 
and Colorado Interstate decisions) has 
been discussed at some length in this de- 
partment. The commission is also active- 
ly considering the question of whether 
to grant a certificate to Algonquin Gas 
Transmission Company to distribute 
natural gas to part of New England; this 
company has its line practically com- 
pleted, yet it is unable to service its cus- 
tomers because of a fight with North- 
eastern Gas Transmission Company, 
which wishes to serve the whole of New 
England. The commission has on its 
hands a similar fight in the Northwest 
where Westcoast Transmission Com- 
pany, Northwest Natural Gas Company, 
and Pacific Northwest Pipeline Corpora- 
tion are struggling for the right to serv- 
ice the states of Washington, Oregon, 
and Idaho. New appointments to the 
FPC may have some bearing not only on 
the commission’s future rate philosophy 
and a possible speed-up of rate cases, but 
also on the disposition of important pipe- 
line issues such as those mentioned. 


> 


Few Changes in Pattern of 
1952 Utlity Financing 


to table on page 243 for 1952 
utility financing compiled by the 
corporate finance department of Ebasco 
Services Inc. is more comprehensive 
than the earlier figures (the Irving Trust 
Company compilation) in the January 
29th issue, page 177. The latter included 
the principal electric and gas offerings, 
while the Ebasco tabulation includes 
other utilities also. 

Total utility financing in 1952 ex- 
ceeded 1951 by 12 per cent, although 
gas financing was slightly under last 
year’s. Of the total new money financing, 
73 per cent was in bonds, less than 10 
per cent in preferred stock, and 17 per 
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to NG to the gas utilities, the Fed- 


cent in common stock; this compared 
with the previous year’s figures of 74 
per cent, 9 per cent, and 18 per cent, re- 
spectively. The electric utilities did more 
equity financing than the gas companies, 
the respective ratios being 24 per cent 
and 13 per cent; the telephone financing 
was only 6 per cent in common stock, 
but the equity percentage would be much 
larger if the convertible issues were in- 
cluded. 

The proportion of private sales (18 
per cent) was below last year’s 21 per 
cent, but the 12 per cent of negotiated 
sales slightly exceeded last year’s 11 per 
cent, In the subscription financing, the 
percentages compared as follows: 


1952 = 1951 
Competitive Bidding 

Negotiated Sales 

No Underwriting 


"100% 100% 


It seems rather remarkable that tie 
financial pattern was so similar in the 
two years; presumably most of the in- 
dividual companies had already settled 
on definite finance policies, and adhered 
to them. 


* 


The 2 Per Cent Rediscount Rate 


HE recent action of leading Federal 

Reserve banks in raising the redis- 
count rate from 1} per cent to 2 per cent 
is another indication of the slow but 
steady increase in money rates, which 
means higher costs of senior capital for 
the public utility companies. In the lower 
box of the chart on page 241 are shown 
the trends since 1915 for the average re- 
discount rate, and the yields on munici- 
pal bonds, utility bonds, preferred stocks, 
and utility common stocks. The long- 
term peak in money rates was reached 
in 1920 in the brief monetary crisis (re- 
sulting from overextension of commod- 
ity loans and inventories) which fol- 
lowed World War I, The trend was then 
downward to 1925, when money rates 
again hardened, reflecting abnormally 
heavy loans on securities. 
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After the wild bull market toppled in 
1929, money rates quickly eased as stock 
loans were liquidated. The trend would 
then probably have been irregular or 
slightly upward during the 1930’s, if the 
New Deal policy of cheap money had not 
been enforced, using the expanded pow- 
ers of the Federal Reserve to peg the 
prices of government bonds, The average 
rediscount rate gradually dropped from 
3.4 per cent in 1932 to 1 per cent during 
the years 1943-47. This rate was highly 
abnormal, and after a long struggle the 
Federal Reserve won out over the Treas- 
ury Department and money rates were 
permitted to rise gradually to act as a 
brake on the expansion of bank loans— 
a primary cause of inflation. 


ow fast and how far will the rising 
trend in money rates be allowed to 


proceed? The administration probably 
won’t want the rise to accelerate until it 
has accomplished two major objectives : 
(1) transfer of a larger portion of the 
government debt into the hands of non- 
bank investors, and (2) refunding of a 
substantial part of the huge short-term 
debt into a long-term issue. With this 
accomplished, probably over the next 
year or so, the Federal Reserve could 
feel more free to raise money rates again 
should this prove necessary to check in- 
flation. 

While there is a close relation between 
money rates and yields on bonds and pre- 
ferred stocks, yields on common shares 
tend to move independently. The fact 
that at times preferred stock yields may 
equal those on common stocks does not 
necessarily indicate that equity funds 
will be transferred to preferred stocks. 


& 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


1/23/53 Cur- Share Earnings* 
Price Div. rent Cur.  In- 
About Rate Yield Period crease Ended Ratio 
American Gas & Elec. ... 66  $3.00# 4.5% $4.82** 4% Nov. 13.7 
Arizona Public Service .. 17 .90 ’ 1.31 105 Nov. 13.0 
Arkansas Mo. Power .... 1.10 1.51 23 Sept. 13.9 
Atlantic City Elec. ...... 1.30 1.80 15 Nov. 15.0 
Bangor Hydro-Elec. .... 1.87 D3 Dec. 15.0 
Beverly G. & E. 4.13 Dec. 12.6 
Black Hills P. & L. .... 1.80 Oct. 11.7 
Boston Edison 34 Sept. 15.7 
California Elec. Pwr. .... .90 Sept. 11.7 
Calif. Oregon Pwr. ..... Nov. 15.5 
Carolina P. & L. ........ Dec. 12.6 
Cen. Hudson G. & E. .... Sept. 14.8 
Central Ill. E. & G. ...... Sept. 11.7 
Central Ill. Light Dec. 14.0 
ee | SS oe eee Sept. 12.9 
Cent. Louisiana Elec. .... Sept. 
Central Maine Power .... Nov. 
ee EF fe re Sept. 
Central Vermont P. S. .. Nov. 
Cincinnati G. & E. ...... Sept. 
Citizens Utilities Sept. 
Cleveland Elec. Illum. ... Sept. 
Colorado Cent. Power ... Sept. 
Columbus & S. O. E. .... Sept. 
Commonwealth Edison .. Sept. 
Community Pub. Ser. .... Sept. 
Concord Electric Dec. 
Connecticut L. & P. ..... Nov. 
Connecticut Power Sept. 
Consol. Edison Sept. 
Consol. Gas of Balt Sept. 
Consumers Power Nov. ’ 
Dayton P. & L Sept. 13.5 
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. 1/23/53 Cur- Share Earnings* Price- 
(Continued) Pri Div. rent Cur. % Im- 12 Mos. Earns. P, 
A Yield Period crease Ended Ratio 
Delaware P. & L. ...... ; 48 : D7 Sept. 15.1 
Derby G. & E. 23 6 Dec. 15.9 
Detroit Edison Nov. 15.2 
Duke Power Sept. 14.6 
Duquesne Light Sept. 14.1 
El Paso Electric Nov. 13.5 
Empire Dist. Elec. ...... Oct. 128 
Fitchburg G. & E. ...... Dec. 16.0 
Florida Power Corp. .... Sept. 14.4 
Peeteee ©. G Be ccscceee Nov. 11.8 
General Pub. Util. ...... Sept. 13.0 
Green Mt. Power Nov. 11.6 
Gulf States Util. ........ Nov. 148 
Hartford E. L. Sept. 19.0 
Haverhill Electric Dec. 13.5 
le |) ae Nov. 149 
Idaho Power Sept. 14.4 
Illinois Power Nov. 13.5 
Indianapolis P. & L. ..... Sept. 12.1 
Interstate Power Sept. 12.5 
Iowa Elec. L. & P. ...... Nov. 11.7 
Iowa-Ill. G. & E. ....... Oct. 13.3 
Iowa Power & Light .... Sept. 15.2 
Iowa Pub. Service Nov. 
Iowa Southern Util. ..... Nov. 
Kansas City P. & L. .... Nov, 
Kansas Gas & Elec. ..... Nov. 
a) fe eee Sept. 
Kentucky Utilities Sept. 
Lake Superior D. P. .... Sept. 
Lawrence G. & E. ...... Dec. 
Long Island Lighting .... Sept. 
Louisville G. & E. ...... Nov. 
Le@well Hee, LE. ..cccice Dec. 
Lynn G. & E. Dec. 
Madison G. & E. ....... Dec. 
Maine Public Service ... Oct. 
Michigan G. & E. ...... Sept. 
Middle South Util. ...... Nov. 
Minnesota P. & L. ...... Dec. 
Missouri Edison Sept. 
pO 8 oe eee Dec. 
Missouri Utilities Sept. 
Montana Power Nov. 
Mountain States Pr. .... Nov. 
New England Elec. ...... Sept. 
New England G. & E Nov. 
New Orleans P. S. ...... Nov. 
Newport Electric Nov. 
N. Y. State E.& G....... Nov. 
Niagara Mohawk Power . Oct. 
North American Sept. 
Northern Ind. P.S....... Nov. 
Northern States Pr. .... Sept. 
Northwestern P.S....... Sept. 
Ohio Edison Nov. 
Oklahoma G. & E. Sept. 
Otter Tail Power Nov. 
. Lt > aaa Sept. 
A) aS Nov. 
Penn. Power & Light .... , Nov. 
Penn. Water & Power .. Dec. 
Philadelphia Elec. Oct. 
Portland Gen. Elec. Nov. 
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jn 1/23/53 Cur- —Share Earnings*—— 
(Continued) Price rent Cur. % Im 12 Mos. 
About Yield Period crease Ended 


1.37 26 Sept. 
NC Oct. 
Mar. 
Nov. 
Nov. 
Sept. 
Sept. 
Sept. 
Sept. 
Sept. 
Nov. 
Nov. 


z 


SSSSeBguyneeaes Fi 
o 


Potomac Elec. Power .... 18 
Pub. Serv. of Colo. ...... 30 
Pub. Serv. E. & G. ...... 
Pub. Serv. of Ind. ...... 
Public Serv. of N. H. ... 
Public Serv. of N. M. ... 
Puget Sound P.& L. .... 
Rochester G. & E. ...... 
Rockland L. & P. ....... 
St. Josten L. BP. ..ccccs 
San Diego G.& E. ...... 
Scranton Electric 

Sierra Pacific Pr. ...... 
So. Calif. Edison 

So. Carolina E. & G. .... 
Southern Colo. Pr. ...... 
Southern Company 

So. Indiana G. & E. ...... 
Southwestern E. S. ...... 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G. E.L.& P. ... 
Union Electric of Mo. ... 
United Illuminating 
Upper Peninsula Pr. .... 
Utah Power & Light .... 
Virginia E. & P. ........ 
Washington Water Pr. .. 
West Penn Elec. ....... 
West Penn Power 
Western Lt. & Tel 
Western Mass. Cos. ..... 
Wisconsin Elec. Power ... 
Wisconsin P. & L. 
Wisconsin Pub. Ser. .... 
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Averages 


Foreign Companiestt 


173 Amer. & For. Power .... 9 $ .10# $1.93 June 
134 Brazilian Trac.L.& P... 11 .00 3 2.47 Dec. 
15 Gatineau Power 21 1.20 ‘ 1.30 Dil Dec. 
25 Mexican L. & P. ........ 34 — 44 193 Dec. 

8 Quebec Power 1.00 , 1.17 Dil Dec. 
37 Shawinigan Water& Pr.. 42 1.45¢ 3. 1.84 D7 Dec. 
16 Winnipeg Electric 2.40 ; 2.26 D7 Dec. 


A—American Stock Exchange. B—Boston Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings result- 
ing from accelerated amortization of defense facilities are excluded (when separately reported). 
+Estimated (rate irregular or includes extras). {/With exception of American & Foreign Power, 
these stocks are also listed in Canada, and the Canadian prices are here used. (Curb prices are 
affected by exchange rates, etc.) # Stock dividend also paid. **Based on average number of shares. 
a—Also regular annual 3 per cent stock dividend, which is included in the yield. (b)—North 
American Company is distributing one-tenth share of Union Electric of Missouri on January 
— (it is already ex-dividend), another one-tenth about a year later, and a full share in about 
wo years, 
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F his preinaugural testimony before 

the Senate Interior Affairs Commit- 
tee is any indication, the attitude of the 
new Secretary of the Interior, Douglas 
McKay, toward public power will be in 
sharp contrast to that attitude which has 
prevailed under Oscar Chapman and his 
New Deal predecessors, McKay’s frank 
statements before the committee regard- 
ing the politically potent question of the 
“preference clause” surprised some ob- 
servers who, from experience, were ex- 
pecting the usual platitudes and vague 
generalities on such ticklish issues. Mc- 
Kay, however, seemed even anxious to 
make clear to such public power en- 
thusiasts as Senators Jackson (Demo- 
crat, Washington) and Murray (Demo- 
crat, Montana) just exactly where he 
stands on the controversial issues sur- 
rounding Federal power programs. 

In reply to a question from Senator 
Murray regarding the program of the 
Bonneville Power Administration, Mc- 
Kay stated: 


.. . I haven’t been in sympathy with 
the program they have promoted for 
the Columbia Valley Authority. I am 
in sympathy with the development of 
power, and whether it be developed 
by private enterprise or public power 
is a matter that is up to the people. 

We definitely need the United States 
government io develop the Columbia 
river. Private power can’t do it, but 
I have opposed the part of the Federal 
government in imposing themselves 
in authority affairs, because I think 
the people at the state level want to 
retain control of their natural re- 
sources. 


McKay said he was in favor of 
preference rights for REA co-opera- 


tives and small towns and villages “if 
the people want it,” but added: 


I believe likewise that private enter- 
prise (groups) have a right to pursue 
their business. They haven’t had fair 
treatment under the administration 
because they haven’t been allowed to 
have more than one-year contracts. 

Now they are in the process of 
changing that. The Department (of 
Interior) now is offering them five 
years. Five years isn’t enough of a 
contract for that type of financing 
where people put their money in for 
a long period of time. I don’t think 
that either private or public power 
should be given any advantage over 
the other. They ought to be able to 
work side by side under the North- 
west Power Pool. They should be giv- 
en equal opportunity. I wouldn’t want 
to see either one of them have special 
privileges or be penalized. 


HE new Secretary of Interior ac- 

knowledged that the Federal gov- 
ernment must build the large dams and 
said he was not in favor of a plan recently 
proposed by Charles E. Wilson, former 
Mobilization Director and former head 
of General Electric, to turn over dams 
developed by the Federal government 
to private enterprise. He also expressed 
an interest in Bonneville Power Ad- 
ministrator Raver’s proposal to finance 
multipurpose dams through revenue 
bonds, but was inclined to believe that 
the cost of such a program would be too 
high. 

In any case, McKay said he be- 
lieved that private enterprise should 
make all the developments possible, with 
the Federal government participating 
only when private initiative fails to do it. 
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cKay deplored “the tendency in 
M the past to give breaks to all the 
public deals.” In reply to sharp question- 
ing from Senator Jackson on the pref- 
erence clause, McKay made the follow- 
ing statement: 


If you want my opinion, I think the 
situation has been abused. I don’t 
know why customers of one system 
should be penalized over customers of 
another system. Now, at the present 
time the customers of public owner- 
ship in the Northwest are getting off 
better than the customers of private 
ownership, because the steam-gen- 
erated electricity is all owned by pri- 
vate ownership that has been fed into 
the Northwest power pool to help the 
public ownership customers, and yet 
who pays for it? The customers of 
private power, so I think the thing has 
been abused, 


Senator Jackson expressed the view 
that private power companies have not 
fared badly in the Northwest, pointing 
out that Portland General Electric Com- 
pany gets two-thirds of the power sold 
from Bonneville. “But they never know 
how long that will be,” replied McKay. 
“They get a year-to-year contract ... 
private enterprise in that business can’t 
operate under short-term contract.” The 
following exchange between Jackson and 
McKay seems significant : 


SENATOR JACKSON: But if there is 
only so much power available in a 
given area and you have the cities, the 
REA co-ops, the public utility dis- 
tricts, and other public bodies that 
need power, isn’t it sound public pol- 
icy that when power is generated from 
government-owned dams, that it ought 
to be first sold to the public bodies? 

McKay: Not necessarily. It is a 
sound public policy that the citizens 
all be treated alike. 

SENATOR JACKSON : But this is Fed- 
eral property. We have had the pref- 
erence clause in the sale of war sur- 
plus goods and a thousand and one 
— to municipalities and so on, 

rst, 
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McKay: Yes, but here in this situ- 
ation you have people who have no 
alternative. They have to buy power 
from the privately owned power com- 
panies. Other people have publicly 
owned power. Now if that preference 
is in there, you are unfair to some of 
the people of the states, because they 
might want to buy from a publicly 
owned place, and they can’t. 

SENATOR JACKSON: That is a mat- 
ter for local determination. 

McKay: I don’t think people should 
be prejudiced by unfair treatment be- 
cause they happen to favor private en- 
terprise. . . 

SENATOR JACKSON: ... As I gather 
your point, it hasn’t been stated di- 
rectly, but I gather you feel that the 
sale of power from Federal dams 
ought to be on an equal basis with pri- 
vate utilities and public bodies? 

McKay: Not necessarily equal, but 
they ought to have equal treatment. I 
grant that the publicly owned projects 
probably have a priority over. publicly 
produced power. 

SENATOR JACKSON: You see my 
point. Then would you say when a 
license has been granted to a private 
utility, that they ought to be required, 
if there is a demand from a munici- 
pality or public body for some of that 
power, that they should be required to 
dispose of it? 

McKay: Sure. They are doing it 
right now. 

SENATOR JACKSON: That goes into 
the pool, but that is not to give them 
more power in their own area, That 
is to conserve the power resources in 
the transmission lines. 

McKay: I think it is for the gen- 
eral good. They are working side by 
side, privately and publicly owned, to 
serve their customers, and I wouldn’t 
favor giving anybody’s customers a 
better break than the other people’s 
customers. I am thinking about the 
consumer, ... 

SENATOR JACKSON: But I take it, 
governor, you haven’t made any deci- 
sion as to what your views at the mo- 
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ment are regarding the preference and 
priority clause? 

McKay: No; it is hardly my place. 
I have my own personal views, but if 
I am Secretary of the Interior, I 
would, of course, follow the law. 


heey the discussion McKay 
emphasized that he was “not inter- 
ested in building an empire,” “that the 
people are entitled to the least expensive 
government, and the simplest,” and that 
at the local levels they “are better able 
to decide what is better for them than 
somebody in Washington.” 

McKay was unanimously recom- 
mended for confirmation by the Senate 
Interior Affairs Committee and subse- 
quently confirmed by the Senate, al- 
though not without some interesting dis- 
cussion which shed further light on the 
course he is likely to follow as Secretary 
of the Interior. Opposition to McKay’s 
views was expressed by Senator Mag- 
nuson (Democrat, Washington) and 
Senator Morse (Independent, Oregon). 
Magnuson told the Senate he felt that 
“McKay’s views on the very serious 
question of the development of power in 
the Pacific Northwest and on the ques- 
tion of statehood for Alaska are so differ- 
ent from the views of the people of the 











“YOUR MOTHER’S BEEN ON THAT 
PHONE ALL EVENING.” 
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Northwest, as I interpret them, that I 
want the record to be perfectly clear so 
that we will all know that .. . these 
views will be pursued,” with McKay as 
Secretary of the Interior. Senator Morse, 
acknowledging the competence of Mc- 
Kay, disagreed with him “on the merits 
of certain issues involving the natural 
resources of our country.” Senator 
Lehman (Democrat, New York) joined 
the chorus of public power advocates in 
calling McKay’s testimony before the 
committee “contradictory.” Lehman 
drew the conclusion from the testimony 
that McKay “is not in favor of further- 
ing public development of the water re- 
sources of the country and that he is not 
as vigorous in his pursuit of the conser- 
vation of our other natural resources as 
I should like the Secretary of the Interior 
to be.” 


oo Cordon (Republican, Ore- 
gon) defended McKay’s views. As 
a member of the Committee on Interior 
Affairs which listened to the testimony, 
Cordon said “a fair reading . . . will indi- 
cate areas wherein the governor differed 
from those who believe in socialized 
power. I am certain that he does differ 
with them, and I am happy that he does. 
... He said very frankly that he believed 
that public power and private power 
could and should operate together .. . I 
suggest that there is a broad difference 
between public power and Federal pub- 
lic power.” 

Senators Holland (Democrat, Florida) 
and Chavez (Democrat, New Mexico) 
both spoke up for McKay, but the dis- 
cussion ended with the warning from 
Senator Magnuson that “we are going to 
run into a head-on fight if Mr. McKay 
attempts to carry out, as I am certain he 
will attempt to do, the views which he 
has expressed on the question of further 
development of the Pacific Northwest.” 

Summing up McKay’s testimony, as 
well as his statement to the press, it does 
not follow that McKay is willing to slight 
the preference clause or give it any differ- 
ent interpretation than what he believes 
was the plain intent of Congress to favor 
public agencies over private companies 
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in the sale of power from Federal proj- 
ects, but not to the point of virtually ex- 
clusive priority which was the line fol- 
lowed by retiring Secretary Chapman. 
McKay said any substantive change in 
the law would have to be made by Con- 
gress—not the Secretary of Interior— 
and that he was not advocating any 
change at this time. 


W ITHIN the framework of the exist- 
ing statutes, however, McKay 
favors harmony between public and com- 


pany power transmission systems. He 
thinks big multipurpose developments 
would still have to be undertaken by the 
Federal government. Privately owned 
public utilities should be permitted to buy 
small dams where feasible, buy power, 
and be given “equal opportunity.” Mc- 
Kay did not think that projects the size 
of the Tennessee Valley Authority could 
be disposed of in this fashion. He said 
he would study Dr. Raver’s proposal to 
“regionalize” Bonneville and other 
Columbia river plans. 





A Foreign Appraisal of Utility Service Relations 


| gprennse Fare, wife of a professor 

engaged in research at Johns Hop- 
kins University, is the authoress of an 
interesting little account of the experi- 
ence of a French housewife setting up 
housekeeping in a strange land—to wit, 
our own United States. She tells this 
story in an article printed in Rapports 
France-Etats Unis, a French language 
monthly of the Paris office of the Mutual 
Security Administration. It gives Ameri- 
can utility people, particularly in the 
Baltimore area, a chance to see them- 
selves as others see them, and the picture 
is quite complimentary. 

Madame Fabre’s article recalls the mo- 
ment of consternation which followed the 
departure of the landlord from their new 
home in Baltimore. She, her husband, 
and their small child were confronted 
with the inevitable adjustment of getting 
settled in a foreign country. Getting 
utility services—for example, gas, elec- 
tricity, and telephone connections—could 
recall to Madame Fabre only the ex- 
perience she had in France, where such 
projects are hampered by numberless in- 
terviews, forms, cueing up at windows, 
and the official lunch hour which lasted 
two hours, during which the government 
utility offices are absolutely closed for 
business. 

Yet, at this point, “starting at zero,” 
Madame Fabre discovered the telephone 
with its power to summon utility service 
without signatures, forms, or even visit- 
ing downtown utility offices. She states: 
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One telephone call five minutes after 
the landlord left, around6P.M., brought 
to our door not more than an hour 
later an installation man from the gas 
company. Young, friendly, with an air 
as jaunty as his clothes, he fixed us up 
with gas service, the first sign of mod- 
ern comfort; and to do it, he had to 
employ other talents because our hot 
water heater, faulty from disuse, had 
not been authorized by the company 
since its last inspection, 

Moved by our disheartened spirits, 
he threw off his coat, turned a couple of 
screws, and declared the hot water 
heater “OK.” The moral of this epi- 
sode (other than informing us that the 
gas and electricity companies maintain 
a 24-hour service) is that a gas inspec- 
tor is not always disagreeable. 


ER second telephone call brought the 
Fabre’s their own “precious” resi- 
dence telephone service within twenty- 
four hours and for only $5. Regarding 
the telephone service, she concluded : 


In America one’s entire life pivots 
on the telephone. One does nearly 
everything with its help: purchases, 
requests, orders, and even declarations 
of love (so they tell me). In addition, 
a kind of code for telephone conversa- 
tion has developed; in particular, one 
discovers a “telephone voice”—culti- 
vated, sincere—which is the voice of 
all the American telephone operators. 
Because all of them—whether em- 
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ployed by the Bell system, a depart- 
ment store, or are secretaries of states- 
men or sellers of furniture—carry the 
notion of “service” in their voices. The 
“service with a smile,” foundation 
stone of American life, seems to be ap- 
plied everywhere in the domain of the 
telephone conversation. 


Our French visitor’s experience seems 


remarkably simple even to native Ameri- 
cans, who occasionally have to sign serv- 
ice orders, and, in some places, ante up 
deposits. But without quibbling over 
comparisons, it is nice to know that there 
is such a thing as spontaneous recogni- 
tion of the factor of a utility customer’s 
relations on which the operating indus- 
tries have been concentrating for some 
years, 





Future of Transportation in Hands of New Congress 


al present Congress will prob- 
ably determine the future of 
transportation in this country,” William 
White, president of the New York Cen- 
tral System, has predicted. In an address 
to a luncheon session held in connection 
with the annual meeting of the Trans- 
portation Association of America in Chi- 
cago last month, the railroad leader asked 
support for “legislation that will free the 
competitive transportation industries of 
this country from outmoded and unwar- 
ranted regulatory shackles.” He urged 
that a “more favorable climate” be sought 
for transportation and other regulated 
industries, 

As other essentials of a fair national 
transportation policy, he listed: the al- 
lowance of earnings adequate “to main- 
tain a credit standing sufficient to attract 
equity capital,” freedom from competi- 
tion of government in business, freedom 
from “competition that is subsidized by 
public moneys,” and “prompt action on 
matters requiring decision by regulatory 
agencies.” 

Terming himself by nature an opti- 
mist, White continued: 


But I cannot let my optimism per- 
suade me that the railroad industry 
can go on indefinitely, doing a boom- 
size business with depression-size 
profits, without succumbing by de- 
fault to government ownership. 


The rail executive pointed out that 
during a long period of heavy business 
volume, the vital railroad industry has 
not been able to earn even 4 per cent on 
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its net investment in transportation prop- 
erty. “When a segment of our economy 
as basic, as essential, as the railroads is 
thus foreclosed from a reasonable share 
in the general prosperity, then it is time 
to realize that we who believe in a free 
enterprise economy are confronted with 
the danger signal.” 


TRESSING again the need for remedial 

legislation from the present Congress, 
White called on American businessmen 
to “heed the danger signals and lend 
their efforts, individually and collective- 
ly, to the crying need for revising an out- 
moded transportation policy that has no 
place in a modern competitive system of 
free enterprise. He emphasized that 
criticism of present-day regulation of the 
railroads is directed at national trans- 
portation policy resulting from existing 
laws. He voiced his belief that “the In- 
terstate Commerce Commission has al- 
ways sought, within the framework of 
the laws by which it must operate, to be 
fair and impartial.” 

The New York Central’s president 
characterized as “preposterous non- 
sense” the attempts “in some quarters to 
make it appear that the railroads are en- 
gaged in a colossal conspiracy to drive 
other forms of transportation out of busi- 
ness.” He reminded his listeners that 
“we in the railroad industry recognize 
that the American economy today re- 
quires the use of all forms of transporta- 
tion.” The railroad position, he said, 1s 
“let competition reign, but let it reign so 
that all forms have an equal opportunity.” 
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The March of 
Events 


In General 


Clarks Hill Offer May Be 
Reopened 

ope for a Federal-utility company 
H agreement on a contract for the sale 
of power from Clarks Hill dam on the 
Savannah river is expected to revive now 
that Interior Secretary Chapman has left 
office. 

Georgia Power Company’s president, 
Harllee Branch, Jr., recently expressed 
optimism over the outlook. Branch said 
that Chapman, in rejecting the company’s 
proposal for the disposition of power 
from the Clarks Hill hydroelectric proj- 
ect had misconstrued the proposal and 


had distorted congressional policy. 

The first power from the dam was put 
on a South Carolina Public Service Au- 
thority (Santee-Cooper) line early last 
month. On January 14th Chapman final- 
ly rejected the draft of a proposed con- 
tract which had been on his desk since 
September, 1951. In it Georgia Power 
offered to buy all Clarks Hill electricity. 

U. S. Judge Davis in Macon, Georgia, 
on suit by two utilities, on January 23rd 
ordered the Federal government to stop 
construction of a transmission line from 
Clarks Hill dam to Greenwood, South 
Carolina. 


Arkansas 


Would Amend Utility Law 


wo bills to amend the state’s utility 

law to prevent utilities from putting 
rate increases into effect by filing a bond 
were introduced almost simultaneously 
in the state house of representatives last 
month. 

One (HB 10) would ban the raising 
of rates by any utility until after the state 
public service commission had conducted 
an investigation and held public hearings. 
The other (HB 11) would permit the 
commission to suspend the proposed rate 
increase for six months after which the 


increase could be inaugurated under 
bond only if the commission had not 
concluded its investigation. 


Pipeline Tax Proposed 


GRADUATED tax ranging from $10 

to $75 a mile annually on pipelines 

carrying petroleum products and natural 

gas was proposed in a bill introduced in 
the state house of representatives. 

The measure would affect 800 to 1,000 
miles of pipelines in the state. Its pro- 
visions would be applicable to any oil or 
gas pipeline in Arkansas, “which ex- 
ceeds 75 miles in length.” 


Georgia 


Regulation for Co-operatives? 


A™ has been introduced in the 
State house of representatives 


which would bring REA and other co- 
operative groups under regulation of the 
state public service commission. The bill 
would for the first time put co-operatives 
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under supervision of the state commis- 
sion, which now has power over private 
electric companies. 

The only important authority which 
the commission now has over co-ops is 
in ‘settling disputes between them and 


private utility companies over territory, 

Proponents of the bill said they hai 
received complaints that some co-opera. 
tives are charging excessively high rates, 
It was introduced by . Representative 
Tarpley of Union county. 


Indiana 


REMC Bill Introduced 


BILL has been introduced in the 
Indiana legislature which would 
permit directors of the Rural Electric 
Membership Corporation to borrow 
money from the Rural Electrification 
Administration and execute mortgages 
to secure loans without membership 
consent. 

Under another bill, whenever a ter- 
ritory served by the REMC is annexed 
to a city or town which is served by either 
a public or private utility, the latter shall 
acquire the REMC property in the an- 
nexed territory either by purchase or 
condemnation. 


Under a third bill introduced by the 
same author, wherever REMC already 
is serving towns of 1,500 or less, it will 
be permitted to continue to serve such 
towns even though the town’s population 
later may exceed 1,500. 

The state supreme court last month 
held unconstitutional a provision of the 
REMC Act assessing penalties against 
utilities providing electric power in 
REMC-served territory. The decision 
reversed a ruling by DuBois Circuit 
Court Judge Eldo W. Wood upholding 
the claim of the Southern Indiana Rural 
Electric Corporation for about $10,000 
in damages from the Evansville & Ohio 
Valley Railway Company. 


a2 
Ohio 


Charges Failure to Follow Act 


HE state public utilities commission 

last month charged the Federal 
Power Commission with failure to fol- 
low the Federal Natural Gas Act, in an- 
other of a complicated series of moves 
aimed at getting more gas for Ohio. 

The charge came in exceptions, signed 
January 17th, to FPC orders denying the 
Texas-Ohio Gas Company authority to 
build a $184,000,000 natural gas pipeline 
from the Rio Grande river in Texas to 
Lancaster, Ohio. 

The FPC first turned down the com- 
pany on November 7th, then on Decem- 
ber 31st said the original order was not 
final but only tentative. 

The Ohio commission said the effect 
of the FPC order of December 31, 1952, 
“would be to . . . deny to the public 
utilities commission of Ohio the right to 
review by the court of appeals.” 

The state commission has intervened 
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on behalf of Texas-Ohio in its fight to 
build a line which would bring 480,000; 
000 cubic feet of gas daily into the state. 


Governor Makes Recom- 
mendation 


OVERNOR Lausche last month urged 

the state legislature to enact legis- 
lation eliminating use of “reproduction 
costs new, less depreciation,” in de- 
termination of valuations in public utility 
rate Cases, 

“This rule,” the governor asserted in 
his inaugural message, “is archaic, ob- 
solete, and unjust. It operates generally 
to the disadvantage of the consumer, es- 
pecially in those areas where utility 
companies have antiquated equipment. It 
induces those utilities to fall into a wake- 
less sleep pertaining to modernization, 
because they realize that even with their 
obsolete equipment, under the Ohio law 
they occupy a position on rates legally 
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allowable, nearly as formidable as the 
enterprising and energetic utility.” 
Governor Lausche called for enact- 


ment of a law providing for a reasonable 
return upon the “fair value” of the 
property of the utility. 


Oregon 


BPA Policy Rapped 


HomaAS W. DELZELL, chairman of 
7” ae board of Portland General Elec- 
tric, recently charged the Bonneville 
Power Administration with full re- 
sponsibility for the shortages which have 
caused utility customers to face sharply 
higher electric bills, due to expensive 
steam generation. 

Bonneville officials denied the truth of 
the charge, without immediately docu- 
menting their reply. 

Delzell asserted that “full blame for 
the surcharges” is due to “completely 
erroneous Federal power-marketing 
policies of the last ten years.” He said 
the situation arose as follows: 


By refusing to enter into perfectly 
legal power interchange contracts tht 
would have spread the steam costs 
equitably over the whole region so that 
all consumers would bear a fair share, 
the entire burden was placed (by 
Bonneville) only on consumers of 
private power companies. 


Assistant Administrator John Davis, 


* 
Rhode Island 


Refuses to Deny Appeal 


HE state supreme court recently re- 
fused to throw out a phone company 
appeal from a rate order that was issued 
last September 23rd by Public Utility 
Administrator Thomas A. Kennelly. 
The court’s ruling came on a motion 
by Thomas H. Gardiner, South Kings- 
town attorney, to dismiss the appeal on 
legal grounds. In the appeal, the New 
England Telephone & Telegraph Com- 
pany has contended that the higher 
phone rates ordered by Kennelly will not 
give it as much new income as it thinks 
it should have. The company’s original 
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BPA Administrator Raver’s aide, said: 


While we understand Mr. Delzell’s 
concern, we cannot agree that his state- 
ment is supported by an objective con- 
sideration of facts. However, we are 
in agreement with Mr. Delzell that a 
complete public examination of the 
factors involved in the company’s sur- 
charges is desirable, and we will be 

* happy to contribute to such a discus- 
sion at any legislative hearing, if mem- 
bers of the legislature consider this 
desirable. 


This statement referred to an earlier 
announcement by Senator Gill, Lebanon, 
that he would introduce a resolution ask- 
ing a committee investigation of sur- 
charges assessed customers of PGE, 
Pacific Light & Power Company, and 
Mountain States Power Company. 

Meantime, an order to Mountain 
States Power Company to reduce its sur- 
charge to 11 per cent was entered by the 
state public utilities commissioner. 

Delzell said PGE would “welcome an 
investigation.” 


request was for an increase that would 
boost revenue $3,000,000 a year. The 
order provided for a $1,168,000 increase. 

While the court sustained the com- 
pany’s right to an appeal, it said that 
until the appeal is heard, the company 
cannot collect from its customers at the 
higher rates unless it files with the court 
an assurance that certain conditions will 
be observed. These conditions would re- 
quire the company to keep its records in 
such a way that it could readily refund 
to its customers any portion of the higher 
rates that the court might later decide 
to be unreasonable. 
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Virginia 


Tax Refund Denied 
ce city of Richmond, or any Vir- 
ginia locality, has the right to levy 
a tax on the tangible personal property 
of a public service corporation operating 
entirely in interstate commerce, the 
supreme court of appeals ruled recently. 
By unanimous decision, the court af- 
firmed a Richmond Chancery Court rul- 
ing that East Coast Freight Lines was 
not entitled to a refund on taxes levied 
by the city. 


The freight line had asked a refund 
of $1,540 paid in tangible personal prop- 
erty ‘axes on its rolling stock, furniture, 
and .ixtures and inventory in 1950. The 
chancery court refused to order the re- 
fund, and the high court said the judge 
was correct in his decision. 

The freight line had argued that it 
paid a road tax to the state, and that local 
taxes were discriminatory and in viola- 
tion of the commerce clause in the Fed- 
eral Constitution. 


> 
Washington 


Open Attack on PUD’s 

HE opening blast in the developing 

legislative fight between public and 
private power advocates was fired by 
three Republican state senators laét 
month. It came in the form of legislation 
which would virtually kill the present 
law authorizing public utility districts to 
take over private power properties by 
condemnation action. 

One of the sponsors frankly stated that 
it was designed to prevent the Chelan 
County Public Utility District from 
gobbling up Washington Water Power 
Company’s Chelan Falls dam. But, he 
added, it also would be effective in other 
actions now pending or to be brought in 
the future where any PUD started 
condemnation against privately owned 
power facilities, including dams, gen- 
erating plants, and transmission lines. 

The measure would prohibit a PUD 
from taking condemnation proceedings 
unless a certificate of necessity was first 
obtained from the state public service 
commission. 


Temporary Rate Boost Granted 


EMPORARY fate increases for the 

Washington Water Power Com- 
pany were granted last month by the 
state public service commission. It was 
estimated the new rates would boost the 
average domestic light and power bill in 
Spokane approximately 6.5 per cent. 


In announcing the rate increase, the 
commission chairman said this was the 
first general rate increase by the Wash- 
ington Water Power Company since 
1889. 

The new rate revisions will increase 
the company’s annual gross revenue in 
the state by $748,800, based upon cus- 
tomer statistics as of October, 1952. The 
company had asked for a $900,793-a- 


year increase. 


Private Finance for Power Dam 
Seen 


ONSTRUCTION of a _ $412,000,000 
C privately financed  non-Federal 
power dam et the Priest Rapids site on 
the Columbia river is “technically and 
economically teasible,” officials of the 
Grant County Public Utility District de- 
clared in Spokane last month as they an- 
nounced plans to get the job under way 
early next year. 

First step in the process to increase 
available hydroelectric power in the 
Northwest by 1,500,000 kilowatts is to 
get the dam deauthorized as a Federal 
Army Engineers project, according to 
both the manager and the director of in- 
dustrial utilization for the Grant County 
PUD. 

The Grant County PUD now buys all 
its power from the Bonneville Power 
Administration and serves about 8,000 
customers. 
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Progress 


of Regulation 


Rate Increase Prescribed Despite Poor Service and Extended 
Area Phone Service Considered 


ne Michigan commission author- 
Tie the General Telephone Com- 
pany to file increased rates for intrastate 
service although it found that the service 
was below the quality which customers 
should be receiving. It was pointed out 
that under the law increased rates for 
such service might be denied until it had 
been improved. 
The company has been unable to pay 
a dividend on its common stock. All 
available money has been utilized to re- 
habilitate and expand its equipment and 
facilities. The commission believed that 
outright denial of the increase would not 
achieve the end of improving service. 
Rather, existing service would deterio- 
rate further through inability of the com- 
pany to attract its share of additional 
capital, Unless the company was to be 
forced to some source other than the 
private market for financing, some rate 
relief would have to be provided. In au- 
— higher rates, the commission 
said : 


The rates herein authorized, how- 
ever, are, in our opinion, near the 
maximum that can be collected by ap- 
plicant for the type of service it is 
rendering without loss of business. We 
wonder to what: extent the law guar- 
antees the survival of a monopoly 
which from an operational standpoint 
is inefficiently organized. Present man- 
agement has made valiant efforts with 
the tools at hand to raise the level of 
service provided. However, changing 
social and economic conditions have 
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rendered the task almost insurmount- 
able. Eighty thousand stations spread 
thinly over approximately 5,648 
square miles in 33 counties provide a 
service and maintenance problem to 
try the wisdom of a Solomon. 


The rate schedules authorized were of 
the objective type; that is, the rates for 
magneto service will be as at present, 
rates for common battery manual service 
will be somewhat higher, and the rates 
for dial service will be the highest. This 
schedule will provide an incentive to con- 
vert the system to dial operation, The 
commission also recognized the relative 
value of the various types of service 
from the customers’ standpoint. 

In a previous proceeding the commis- 
sion adopted standards of service to be 
observed by the company. It had ordered 
a reduction to ten in the number of sub- 
scribers attached to a single rural line. 
The company is still in the process of 
complying with that requirement. Con- 
tinued use of magneto type service has 
contributed heavily to customer dissatis- 
faction. Several exchanges have been 
converted from this type of operation 
and the others are in the process of con- 
version. In recognition of this situation, 
no local service rate increase was au- 
thorized with respect to magneto type 
service. 

An insistent demand has arisen for 
extended area service. The commission 
considered the relative social and eco- 
nomic benefits on the one side and the 
price or cost on the other. It noted the 
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large benefits to most customers resulting 
from the elimination of toll message 
charges for calls to near-by exchanges 
with which there was a large community 
of social and business interests. There 
were also benefits to the companies due 
to the elimination of much work involved 
in timing, ticketing, and billing large vol- 
umes of short-haul toll traffic, 

Cost records by exchanges have not 
been kept by the company. Consequently, 
it was impossible to assess the additional 
costs of extended area service to par- 
ticular exchanges or groups of customers 
except on a very broad and incomplete 
basis. The commission suggested that the 
company complete a company-wide study 
to be presented in a separate case as a 


e 


basis for future action with respect to 
this matter. 

The commission said that if a plan is 
formulated and approved, the company 
could then integrate the extended are 
service into plans for expansion and im- 
provement so as to accomplish the de. 
sired results in the most economical man- 
ner. 

It was stated that it was not the 
commission’s intention to “freeze” the 
extended area service that now exists but 
proposed revisions should be based ona 
thorough study of the service needs of 
the customers. Re General Teleph. Co. 
of Michigan (formerly Michigan Asso- 
ciated Teleph. Co.) T-552-52.11, Decem- 
ber 5, 1952. 


Limitation Placed upon Advance Payment for Telephone Service 


HE Ohio commission ordered a tele- 

phone company to furnish requested 
service without an advance payment. 
The company had been demanding a $100 
advance payment, claiming that the hus- 
band of the lady requesting service had 
previously defaulted in payment. 

The commission recognized the right 
of the company to require a reasonable 
deposit or advance payment to insure the 
protection of its exchange and toll serv- 
ice revenues until satisfactory credit had 
been established. But it said that to allow 
a utility to require advance payments be- 
yond the point necessary to insure the 
minimizing of loss due to unpaid bills 
would be tantamount to allowing a util- 
ity to choose its customers at will. 

The individual seeking service had 
never been in default for payment of a 


= 


Federal Power Commission Asserts Authority to Require 
Physical Connection of Gas Facilities 


| peony NatTurRAL Gas CoMPANY 
argued unsuccessfully before the 
Federal Power Commission that the pro- 
vision in § 7(a) of the Natural Gas Act, 
authorizing the commission to order a 
physical connection, does not authorize 
the commission to order a connection 
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telephone bill. There was no cloud upon 
her credit standing or upon her hus- 
band’s credit standing except as to the 
unpaid telephone bills of a supper club 
which he had formerly owned. The club 
was a corporation at the time the unpaid 
bills were incurred. The husband was 
not actively managing that club at that 
time and was in fact in the hospital. He 
did not make the telephone calls which 
were not paid for. Nor were they made 
with his knowledge or under his direc- 
tion. 

It was also pointed out that the hus- 
band had a very serious heart disease and 
his condition was such that emergency 
treatment could be needed at any mo- 
ment, day or night. Reese v. Chesapeake 
Teleph. Co. Case No. 23,057, November 
19, 1952. 


with a company engaged in local dis 
tribution if such company is also 4 
natural gas company within the meaning 
of the Natural Gas Act. The commission 
asserted its authority and ordered a con- 
nection with Public Service Corporation 
of Texas. 
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Northern also contended that § 7(a) 
of the Natural Gas Act contains no au- 
thority express or implied to require a 
natural gas company to make emergency 
connections. The plain words of that sec- 
tion, said the commission, rendered the 
argument nugatory. 

On the question of jurisdiction to 
require interconnection with another 
natural gas company, the commission 
said that Northern necessarily was re- 
quired to show that a “natural gas com- 
pany” is not a “person” as those terms 
are defined in the act, since § 7(a) ex- 
pressly permits the commission to direct 
anatural gas company, such as Northern, 
to interconnect its facilities with the 
facilities of, and sell natural gas to, any 
person engaged or legally authorized to 
engage in the local distribution of natural 
or artificial gas to the public. Section 
2(1) defines “person” to include a “‘cor- 
poration” and § 2(3) defines “corpora- 
tion” to include “any corporation.” The 
commission said: 


Moreover, if “person,” as used in 
§7(a), were read impliedly to exclude 
a corporation which also happened to 
be a “natural gas company,” the pur- 
pose sought to be served by that section 
might often be thwarted. For, were a 
corporation distributing natural gas 
locally within a community near the 
interstate pipeline of a natural gas 
company, and such local distribution 
company also engaged in the transpor- 
tation of natural gas in interstate com- 
merce by operating a line extending 
from the community to a point near 
such interstate pipeline, it would auto- 
matically be denied the benefits of 
§ 7(a), since such a local distribution 
company would itself be a “natural 
gas company” as that term is defined 
in § 2(6). We are unwilling to read 
into § 7(a) an implied exception thus 
capable of derogating from the pur- 


pose sought to be served by that sec- 
tion, 


The commission emphasized the fact 
that it did not suggest that § 7(a) can be 
employed by one natural gas company, 
even when it happens also to be engaged 
in local distribution, as a vehicle to raid 
the supplies of another natural gas com- 
pany. In this case, an emergency inter- 
connection of the facilities was found to 
be necessary and desirable in the public 
interest. There was no dispute that Pub- 
lic Service Corporation of Texas was 
engaged in the local distribution of nat- 
ural gas to the public although it was 
also engaged in making direct main-line 
sales and sales for resale. 

The commission concluded that a con- 
dition might properly be imposed to re- 
strict the benefits conferred commensu- 
rately with Public Service Corporation’s 
own local distribution operations. More- 
over, since Northern’s primary obligation 
is to its own customers, conditions like- 
wise were said to be necessary to assure 
that Northern did not make emergency 
deliveries when to do so would impair 
its ability to render adequate service. 

The commission found no barrier in 
the fact that the interconnection was 
located in the state in which was pro- 
duced the natural gas transported in 
Northern’s pipeline and the further fact 
that portions of such gas sold pursuant 
to the order of the commission would be 
resold and consumed in the state of pro- 
duction, The commission said that the 
Natural Gas Act removed any doubt that 
might have existed that the state in which 
natural gas is produced lacks power to 
order an interstate company to divert 
such gas from its journey to consumers 
in other states and require that it be sold 
for the benefit of consumers living in 
such state. Re Public Service Corp. of 
Texas, Opinion No. 242, Docket No. G- 
1640, December 24, 1952. 


e 


High Operating Ratio Is Basis for Fare Increase 


A individual bus line operator’s re- 
quest for a 5-cent increase in fares 
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in each zone of operation was approved 
by the Massachusetts Department of 
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Public Utilities. The new fares would 
range between 15 cents and 55 cents as 
contrasted with the old schedule of 10 
cents to 48.7 cents and would provide 
about $1,500 in additional revenues. 

The bus line’s 1951 operating ratio 
of 98.9 per cent was described as being 
“unreasonably and dangerously high.” 

The carrier’s financial statement 


showed a net profit of about $1,500 
without any allowance being made for 
remuneration to the owner operator, 
who “doubles as driver, mechanic, and 
bookkeepe2r.” After reviewing the car- 
rier’s income and expense figures, the 
department concluded that the new rates 
were not unreasonable. Re LaPorte Bus 
Line, DPU 10256, December 23, 1952. 


e 


Welder Restrains Co-operative from Increasing Rate 


A court decision in favor of a 
welding machine operator in his 
suit to restrain an electric co-operative 
from imposing a minimum charge of 
more than $2.50 per month for the cur- 
rent used in the operation of the machine 
was affirmed by the Arkansas Supreme 
Court. 

The facts were not disputed. The co- 
op2rative’s predecessor had agreed to the 
$2.50 rate. When the co-operative took 
over the operation, it obtained a fran- 
chise from the city council which provid- 
ed that rates would not be increased 
without the consent of the municipality. 

The co-operativ2 contended that since 
a public utility cannot discriminate 
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among its patrons, it could not agree to 
give a preferential rate to a particular 
customer. 

The court ruled that the co-operative 
in accepting the franchise agreed to th: 
$2.50 rate and that nothing in the record 
indicated that any other customer was 
being discriminated against by being re- 
quired to pay a higher rate for similar 
service. Furthermore, the court said 
that the rules applicable to utilities did 
not apply to the co-operative since, ex- 
cept for the need for a certificate, the 
co-operative was not subject to commis- 
sion jurisdiction. Ouachita Rural Elec- 
tric Co-op. Corp. v. Garrett, 252 SW2d 
545. 


Commission Approval of Transfer of Transit 
Property Unnecessary 


JOINT petition by two transit com- 
panies for approval of a sale of the 
metropolitan passenger transportation 
system of one to the other was dismissed 
by the Wisconsin commission. The com- 
mission did not believe that any stat: 
statute required that commission ap- 
proval be obtained for the sale. 


The commission ruled further that its 
action on petitions by the same com- 
panies for transfer of operating permits 
and for permission to issu2 securities 
implied its approval of the transfer of 
the property. Re Milwaukee Electric 
Railway & Transport Co. et al. 2-SR- 
2567, December 16, 1952. 


e 


Truck Owner’s Leasing Arrangement to Shipper Not Private 
Operation 


TRUCK owner’s lease of his vehicle 

to a shipper for use in interstate 
commerce, held the Florida Supreme 
Court, constituted a transportation serv- 
ice, rather than a leasing rental for pri- 
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vate operation, requiring authorization 
by the state commission. 

In determining whether motor truck 
leasing arrangements constitute contract 
or private carriage, held the court, the 
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services rendered or supplied and the 
acts performed by the truck operator les- 
sor, along with the naked equipment, be- 
come of controlling weight. The amount 
of service determines whether the lessor 
is a carrier or is in the private business 
of operating a truck rental service. 

In this instance the leasing arrange- 
ment constituted a transportation serv- 


ice because the truck owner or his em- 
ployee drove the vehicle, rent was col- 
lected on a per diem basis for the period 
of the one-way outbound trip, and the 
owner had the privilege of retaining pos- 
session of the vehicle for leasing to an- 
other shipper upon completion of the 
haul. Bruce’s Juices Inc. et al. v. King 
et al. 61 S2d 175. 


3 


Cost of Capital Considered in Natural Gas Rate Case 


HE Michigan commission author- 
"Tied the Michigan Consolidated Gas 
Company to increase rates. In doing so, 
it said that the company should eliminate 
rate inequalities or inequities wherever 
possible. 

The ‘argument that any increase 
should be placed on gas for space-heating 
service was rejected and the establish- 
ment of uniform rates as to each class 
of customers was ordered, Also a 3 per 
cent discount was made applicable to all 
firm sales of natural gas. 

The commission said that the com- 
pany’s net revenues should be sufficient 
to cover its capital costs, maintain its 
credit, and attract additional funds for 
expansion. A 3.60 per cent rate for new 
debt capital was adopted for the purpose 
of fixing rates. It was agreed that the 
cost of equity money should be de- 
termined upon an analysis of what other 
gas pipelines, gas distributing, and gas 
holding companies had to pay for money. 
Adoption of a dividend pay-out ratio of 
61.6 per cent was considered to be in 
accord with industry standards and ex- 
isting conditions of the money market. 


e 


Such a pay-out ratio would result in 
an earnings price ratio of 9.4 per cent 
before allowance for variations and sell- 
ing costs. After adjustment for such 
variations and costs, the cost of equity 
would become 11.3 per cent. Using the 
60:40 debt and equity ratio developed 
by a witness for incremental capital, the 
cost of capital was computed by applying 
the 3.60 per cent cost to the debt com- 
ponent and the 11.3 per cent cost to the 
equity component. 

The commission proceeded on the 
theory that monopoly utility rates must 
be just and reasonable. It said that in so 
far as the user is concerned, rates are 
just and reasonable when they are 
neither oppressive nor permissive of 
exorbitant and speculative profits for 
utility investors. In so far as the utility 
is concerned, rates are just and reason- 
able when they are sufficient to cover all 
the reasonable costs of doing business, 
including interest on the bonded in- 
debtedness and a fair dividend on the 
equity invested in the plant. Re Michigan 
Consolidated Gas Co. D-3430-52.5, 
November 19, 1952. 


Does Gambler’s Payment of Debt to Society Require 
Telephone Restoration? 


PROCEEDING by a former subscriber 

to require a telephone company to 
restore service to his residence was dis- 
missed by the New Jersey Board of Pub- 
lic Utility Commissioners. The record 
of an earlier proceeding between the 
same parties (see 87 PUR NS 25) was 
Incorporated into the hearing by refer- 
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ence. The complaint of the subscriber 
was dismissed in that proceeding be- 
cause the county prosecutor opposed any 
restoration of service. 

The former subscriber had been con- 
victed of book making in 1949. He paid 
a fine of $1,000, received a suspended 
one- to two-year prison term, and was 
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placed on two years’ probation, He ar- 
gued that he had paid his debt to society 
and should not be deprived of service be- 
cause of the whim of a law enforcement 
official. 

The company’s failure to restore 
service “seriously interfered with his 
ability to earn a livelihood operating a 
boardinghouse.” 

The company replied that the proper 
remedy of the former subscriber was 
against the prosecutor in a court pro- 
ceeding, and that the former decision was 
a final determination of the matter, The 
board, although dismissing the com- 
plaint, did not base its action on this 
technical objection. It noted that it had 
jurisdiction over the subject matter and 
over the parties. Although some admin- 


istrative agency decisions may be res 
judicata, the board may at any time or- 
der a rehearing and extend, revoke, or 
modify an order made by it. There were 
new facts in this cause: the expiration 
of two years and the completion of the 
complainant’s probation. 

The company’s stand on the prosecu- 
tor’s position in the matter was, how- 
ever, sustained. The board said it does 
not go behind the request of any law en- 
forcement official to discontinue service 
but only verifies the fact that a request 
has been made, Similarly, the board will 
not order the resumption of service with- 
out the assent of the official originally 
requesting the discontinuance. Vac- 
chiano et al. v. New Jersey Bell Teleph. 
Co. Docket No. 6908, January 14, 1953. 


& 


Expense of Unsuccessful Rate Case Partly Disallowed As an 
Operating Charge 


COMPANY’S application for authority 
to increase both its gas and elec- 
tric rates was denied by the Kentucky 
commission. Existing rates were con- 
sidered fair and reasonable and sufficient 
to enable the company to pay operating 
expenses, interest on borrowed money, 
a reasonable dividend to stockholders, 
provide a reasonable amount for sur- 
plus, and attract the capital necessary to 
provide adequate service. In passing 
upon the rate application, the commission 
considered the history and development 
of the gas and electric properties, the 
original cost, the cost of reproduction as 
a going concern, capitalization, and other 
elements of value, 
The history of the company has been 
a most prosperous one, at least during 
the past few years. It serves largely an 
urban area with a high density of cus- 
tomers, which promotes efficiency and 
low cost of operation. The commission 
observed that the company has rendered 
an unusually high grade of service and 
has, with few exceptions, adequately ful- 
filled the need for gas and electric serv- 
ice in its area. 
Although its equity securities are held 
largely by its parent corporation and are 


not generally traded in the open market, 
its bonds have been sold to the public at 
very favorable rates of interest. The com- 
pany has maintained electric rates that 
are among the lowest in the nation. 

The commission refused to make any 
allowance for cash working capital. A 
large part of the company’s operating 
expenses were caused by wholesale pur- 
chases of gas and electricity. Payment 
was made subsequent to receipt of these 
services. In addition, the company ac- 
crued large sums for the payment of 
taxes in advance of their due date. These 
sums were available to the company for 
the general conduct of its business. 

The company claimed as an operating 
expense the cost of preparing and pre- 
senting this rate case. Most of this item 
was disallowed. In the first place, the 
company failed to justify its need for 
higher rates. The commission said that 
there is ample authority to support the 
proposition that when proposed rates 
have not been justified, where there 1s 
no merit in the request, the rate case ex- 
pense should be borne by the stock- 
holders rather than the ratepayers. 

In its brief, the company stated that 
the importance of the matters to be pre- 
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sented was not in the first instance the 
rates presently charged or sought to be 
charged but the basis or formula by which 
the rates are determined. The commis- 
sion concluded that this was not a pro- 
ceeding in the first instance to secure ade- 
quate rates in which the utility and the 
customer have an interest but was a test 
case to establish an interpretation of the 
statutes governing utilities. 

A final reason for refusal to allow the 
rate case expenses as an operating 
charge was that they were completely 


out of proportion to the other factors in 
the case. The commission said that the 
amount of property involved, the size of 
the company with regard to its operation, 
the rate relief requested, and the need 
for relief at the time of filing are all to 
be considered in determining the pro- 
priety of the expense incurred in pre- 
senting the case. In this case the rate case 
expenses amounted to one-fourth of the 
rate relief requested by the company. Re 
Union Light, Heat & Power Co. Case 
Nos. 2001, 2002, January 3, 1953. 


e 


Other Important Rulings 


New York court held that a motor 

carrier did not establish a cause of 
action, under a tariff providing for a 
higher rate for merchandise loaded from 
the interior of a building rather than a 
platform, where the interior complained 
of was a room separate but contiguous 
and level with the platform and easily ac- 
cessible to the carrier. Bianchi v. Sears 
Roebuck & Co. 116 NYS2d 512. 


The Kansas Supreme Court held that 
allegations in petitions by certain rail- 
roads, seeking to enjoin enforcement of 
a municipal ordinance assessing the cost 
of a newly constructed viaduct against 
the railroads, should not have been 
striken since such allegations tended to 
show that the entire situation and cir- 
cumstances surrounding the munici- 
pality’s exercise of its granted power 
were improper. Kansas City Terminal 
R. Co. v. Kansas City, 249 P2d 671. 


The Utah commission granted two of 
four applications for authority to haul 
oil and gas fuel equipment because the 
successful applicants were domiciled in 
the state and had the experience, equip- 
ment, and capital needed to expand op- 
erations, while one of the remaining ap- 
plicants operated outside the state and 
the other applicant did not have the nec- 
essary equipment and did not submit a 
number of the proposed contracts. Re 
Jeffries-Eaves, Inc. Case No. 3776, De- 
cember 4, 1952; Re Young (Harry L.) 
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& Sons, Case No. 3795, December 4, 
1952; Re Jones, Case No. 3808, Decem- 
ber 4, 1952; Re Pease Bros. Case No. 
3809, December 4, 1952. 


The Wisconsin commission ordered 
certain railroads to institute reasonable 
future intrastate rates for the trans- 
portation of tin cans by providing for 
an alternative application of class rates 
where lower charges result than from the 
application of commodity rates published 
therein, Stokely Van Camp, Inc. et al. 
v. Chicago & N. W. R. Co. et al. 2-R- 
2513, December 4, 1952. 


The Colorado commission held that 
taxicab service is not in competition with 
bus service because of the rate differen- 
tial. Re Head (Delta Taxi Service) Ap- 
plication No, 12035-Extension, Decision 
No. 39737, November 26, 1952. 


The Massachusetts Department of 
Public Utilities held that a railroad, in 
order to obtain exemption from the mini- 
mum distance requirements between the 
center lines of parallel tracks in railroad 
yards, must show extraordinary hard- 
ship, and the fact that the close clearance 
accident record in such yards is spotless 
and there have been no complaints filed 
as to these clearances is immaterial, be- 
cause the standard for safety has been 
established by statute. Re Boston & 
Maine Railroad, DPU 9670-9672, No- 
vember 19, 1952. 
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The Kentucky Court of Appeals held 
that the combination of the statute relat- 
ing to appeals from orders granting new 
certificates with the statute keeping 
amended, revoked, or suspended certifi- 
cates effective until final disposition of 
an appeal, but not to exceed eighteen 
months from the order appealed from, 
was meaningless as to appeals from 
orders granting new certificates because 
such certificates were intended to re- 
main in force pending the outcome of 
the appeal. Eck Miller Transfer Co., 
Inc. v. Armes et al. 252 SW2d 13. 


The Missouri commission held a 
municipality solely responsible for re- 
pairing and maintaining a viaduct across 
railroad tracks because the viaduct was 
constructed so that traffic could travel at 
an easier and more desirable grade 
while the resulting abolition of the cross- 
ing was secondary. Re Kansas City, 


Case No. 12,237, November 20, 1952. 


The New York commission, in deter- 
mining whether or not certain rapid 


transit subdivisions should be discon- 
tinued, held that it had no jurisdiction 
over labor matters but that it was always 
the policy of the commission to attempt 
to gain for the public the benefit of har- 
monious labor relations, such as those 
produced by continuity of employment. 
Re Staten Island Rapid Transit R. Co. 
Case Nos. 13934, 15852, December 18, 
1952. 


A Federal district court refused to 
entertain jurisdiction to enjoin a butter 
manufacturer and certain motor carriers 
from transporting goods in interstate 
commerce without authority until ad- 
ministrative recourse had been exhaust- 
ed, because the questions of whether the 
butter manufacturer falls within the cer- 
tificate exemptions of the Interstate 
Commerce Act and whether leasing ar- 
rangements between the parties are il- 
legal require the exercise of administra- 
tive discretion and the expertise of the 
Interstate Commerce Commission. Hil- 
denbrand et al. v, National Butter Co. 
et al. 107 F Supp 890. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re City of Jamestown 


Case 15896 
December 9, 1952 


P ROCEEDING on Commission motion as to proposed changes in 
municipal electric rates; changes approved. 


§ 428 — Municipal electric plant — Need for increase. 

1. Increases in rates were found to be necessary to restore a municipal elec- 
tric plant to a sound financial basis where it appeared that despite the 
application of a proposed reduction in annual depreciation charges for the 
entire vear on all operating property, including a new steam plant, actual 
operations for the preceding year would show a substantial operating loss, 
p. 98. 


§ 428 — Municipal electric service — Temporary increase. 


2. A municipal electric plant was authorized to put a new rate schedule 
into effect on a temporary basis for a 2-year period to allow time for the 
elimination of maladjustments and faults in new power plant equipment, 
for the development of load growth sufficient to permit more efficient and 
economical operation of its new power plant, and for the establishment of 
a high capacity tie with an outside source to provide emergency standby 
service so as to permit the closing down of its old plant over week ends and 
holidays and keep its modern generating equipment in more constant 
operations, p. 99. 


Return, § 100 — Municipal electric plant. 


Rates, 


Rates, 


3. Rate schedules which would yield a municipal electric plant an estimated 
return of 3.92 per cent were not considered excessive, p. 99. 


§ 321 — Electricity — Resistance to inflation. 

Statement that there are few commodities and services which have kept 
their prices so closely attuned to steady depreciation in the value of the 
dollar as has electricity, which has remained comparatively unchanged as 
an element in the cost of goods while almost all other direct components 
have kept pace with the rising trend, p. 99. 


§ 428 — Municipal electric plant — Comparison with private ownership. 
Statement that the Commission would be remiss in the performance of its 
obligation to the public if it neglected to impress upon the officials of a 
municipal electric utility a consciousness of the troublesome problems which 
confront such utilities in days of unprecedented demand for electric energy, 
particularly where all the benefits which flow from either partial or com- 
plete tax exemption have been dissipated so that consumers of municipally 
distributed power pay higher rates in all classifications than neighboring 
customers of a privately owned utility which bears its allotted share of the 
burden of supporting the government, p. 101. 


* 
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APPEARANCES: Lawrence E. 
Walsh, Counsel, by John T. Ryan, 
Assistant Counsel, representing the 
Public Service Commission; McKin- 
ley L. Phillips, Corporation Counsel, 
Jamestown, representing the Board 
of Public Utilities of the city of James- 
town. 


By the CommIssION : 

[1] On the 7th day of June, 1952, 
the city of Jamestown filed a new 
schedule of electric rates providing for 
substantial increases in all service clas- 
sifications. It requested that the new 
schedules be permitted to become ef- 
fective on August 1, 1952. A brief 
staff examination of data submitted by 
officials of the city coupled with certain 
other considerations, which will be 
more ftilly discussed herein at a later 
point, moved this Commission to sus- 


pend the proposed increases and insti- 
tute a proceeding to examine into the 
facts. 


In conformity with such determina- 
tion by the Commission a hearing was 
held on August 13, 1952, at which 
time city officials presented an esti- 
mated summary of operations for the 
year 1952, including actual revenues 
and expenditures for the period for 
which figures were available, and a 
projected estimate for the balance of 
the year under present rates, which in- 
dicated an operating deficit for the year 
of $131,846. Operating revenues for 
the year 1952 were estimated at $1,- 
885,069 and the two largest items of 
operating expenses were estimated as 
follows : 


$1,040,246 
491,475 


$1,531,721 


Production expenses 
Annual depreciation .............. 
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In arriving at the estimated deficit, 
a tax equivalent charge of $175,000; 
was made and the balance of estimated 
expenditures consisted largely of other- 
than-production expenses. 

An investigation by the engineering 
staff of this Commission disclosed that 
the estimate of production expenses 
presented by the city was in substantial 
agreement with actual expenses for the 
first nine months of 1952 and their 
projection for the balance of the year. 
A depreciation study was made by Dr. 
B. F. Kimball, associate statistician, 
and it was discovered that annual de- 
preciation rates used by the city were 
substantially higher, for most classes 
of property, than those used by other 
electric utilities. Thereafter, at its 
meeting held on October 31, 1952, the 
board of public utilities of the city 
of Jamestown, adopted and author- 
ized the putting into effect on January 
1, 1953, of the depreciation rates pro- 
posed by the Commission staff. Such 
rates, if applied to Operating Property 
Balances as of December 31, 1951, 
would have fixed the annual deprecia- 
tion expense for the year 1952 at 
$389,959 rather than $491,475 and re- 
duced the utility’s estimated deficit for 
that year to a figure slightly exceeding 
$30,000. 

One outstanding fact, however, 
which emerges from the careful study 
and analysis made by the staff of this 
Commission, filed herewith, is that, 
despite the application of the proposed 
reduction in annual depreciation 
charges for the entire year on all 
operating property including the new 
steam plant, the actual operations for 
the year ending September 30, 1952, 
show an operating loss in excess of 


$14,000. 
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It is clear, therefore, that increases 
in rates are required to restore this 
municipal undertaking to a sound 
financial basis. 

[2] By petition dated November 8, 
1952, the city has requested the Com- 
mission to allow the suspended rates 
to be put into effect for a period 
of two years to allow, among other 
things, time for the elimination of 
maladjustments and faults in new 
power plant equipment, for the devel- 
opment of load growth sufficient to 
permit more efficient and economical 
operation of its new power plant and 
for the establishment of a higher capac- 
ity tie with an outside source to pro- 
vide emergency standby service, allow 
the closing down of its old plant over 
week ends and holidays, and keep its 
modern generating equipment in more 
constant operation. 

[3] If the sole questions presented 
for consideration herein were the need 
for additional revenues and the equi- 
tability of the proposed increases, little, 
if anything, would be required beyond 
the memorandum prepared by Albert 
R. Hogben, chief of general engineer- 
ing bureau, with the assistance of R. E. 
Dunn, associate utility rates analyst, 
and R. H. Stoetzel, associate valuation 
engineer, which is filed herewith. The 
need is proven. The proposed in- 
creases affect all service classifications 
and are estimated, if applied to actual 
operating results for the twelve 
months’ period ending September 30, 
1952, to produce additional revenues 


of $321,588 and range from an in- 
crease of 16.97 per centum in the all 
purpose schedule to 20.81 per centum 
in the general (50 kilowatts minimum ) 
schedule with an over-all average in- 


crease of 18.84 per centum. Based 


upon an average rate base for the same 
period of $7,876,296, the proposed 
rates, after adjusting depreciation 
charges for the full period in line with 
reductions proposed by the Commis- 
sion staff, would yield an estimated re- 
turn of 3.92 per centum. In the light 
of the examination by the staff of this 
Commission of all pertinent data, it 
cannot be said that the proposed 
schedules are lacking in uniformity or 
will yield an excessive rate of return. 

No product or service so intimately 
affecting the lives of so many people 
and so directly influencing the costs 
of so many products has been more 
resistant to the inflationary trend of 
our times than electricity. It is only 
recently, due mainly to the impact of 
heavily increased corporate taxation, 
that the trend toward lower rates for 
electricity has been halted and that 
some utilities have applied for general 
increases in electric rates. A few 
others have requested modifications of 
specific schedules in the light of pres- 
ent-day cost of production and heavy 
demands for energy. Industrial and 
commercial power produced from 
steam in most cases is supplied under 
schedules with surcharges geared to 
fluctuations in the prices of coal. 

All in all, however, it may be truly 
stated that there are few commodities 
or services which have kept their prices 
so closely attuned to the steady depre- 
ciation in the value of the dollar as has 
electricity. As an element in the cost 
of goods it has remained comparatively 
unchanged while almost all other direct 
components have kept pace with the 
rising trend. 

In the year 1949, this Commission 
granted six general increases to elec- 
tric utilities. Two were municipally 
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owned and the average increase was 
16.6 per centum. Four were privately 
owned and the average was 28 per 
centum. During the following year 
one municipality was granted a general 
increase in electric rates of 10.5 per 
centum and a private utility received 
6.0 per centum. In 1951, two pri- 
vately owned ‘electric utilities were 
granted general increases of 10.6 per 
centum. To date, during the present 
year, five general electric rate increases 
were approved—two to municipally 
owned utilities averaging 6.4 per 
centum and three to private utilities 
averaging 6.9 per centum. 

The city of Jamestown installed its 
new high-pressure generating unit 
with a rated capacity of 20,000 kilo- 
watts in the year 1951 at a cost of 
$4,700,000. In financing the construc- 
tion, the city had the advantage of is- 
suing tax exempt bonds at an interest 
rate of 1.6 per centum. While legally 
absolved from the payment of real 
estate taxes, both city and county, it 
pays to the city of Jamestown $175,- 
000 annually in lieu of taxes although 
city officials admit that such payment is 
$45,000 less than a privately owned 
utility would pay for state and county, 
school and city real estate taxes based 
upon identical assessed valuations. In 
common with all municipally owned 
utilities, the operation is exempt from 
the New York state gross earnings 
tax of 3 per centum and a like per- 
centage on dividends in excess of 4 
per centum on paid-in capital stock 
employed in the state. It pays no 
taxes toward unemployment insurance 
or social security. The Federal income 
tax, which absorbs 52 per centum of 
the net income of privately owned elec- 
tric utilities (so that taxwise $2.08 in 
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increased revenues must be granted by 
regulatory body to enable the utility to 
salvage one dollar of increased net 
income), does not apply. 

The foregoing are decided advan- 
tages in the operation of any busi- 
ness, even though the tax burden is 
thereby shifted, and this Commission 
would not presume to gainsay the right 
of any community to exercise its in- 
herent freedom in choosing or to at- 
tempt to influence its action within the 
acknowledged realm of local self-gov- 
ernment. We are concerned only with 
discovering the basic facts of the very 
problem which Jamestown city of- 
ficials have pointed up and acknowl- 
edged in requesting a 2-year trial of 
increased rates, while they attempt to 
eliminate the recognized maladjust- 
ments and faults in its new power 
plant equipment and to obtain efficiency 
and economy in its operation. 


The basic facts which confront the 
officials of the city of Jamestown are 
that they operate a new high-pressure 
steam plant of 20,000-kilowatt rated 
capacity and several older and less 
efficient generating units; that the new 
unit under present variations in de- 
mand has only been able to operate to 
date at 42 per centum of capacity ; that 
the station load, during the night, 
drops to 6,000 kilowatts, which is less 
than one-third of the new unit's rated 
capacity ; that frequent stops and starts 
involve heavy maintenance costs; that 
production costs (excluding deprecia- 
tion) are 6.93 mills per kilowatt 
hour, whereas a near-by private utility 
generates at a cost of 4.40 mills per 
kilowatt hour, in a comparably small 
30,000-kilowatt station; that, despite 
its excess capacity as compared with 
minimum night demand, the city was 
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compelled to purchase 8,282,000 kilo- 
watt hours from a private utility at a 
cost of $102,068 to meet peak de- 
mands; that the proposed residential* 
rates to be paid by residents of the 
city of Jamestown will be $61,600 
(11.4 per cent) in excess of rates now 
being paid by the customers of a pri- 
vate utility serving adjacent territory 
and finally, that the proposed general 
increase of rates averaging 18.84 per 
centum is, with the exception of an 
increase of 22.4 per centum approved 
in 1949 for the village of Penn Yan, 
the highest increase percentagewise 
granted by this Commission to an 
electric utility to meet the modern 
inflationary trend. 

In the foregoing recital of the basic 
facts, there is no thought of criticism 
of the efficiency or competence of any 
person connected with the city’s opera- 
Present and proposed costs of 
electric service in the city of James- 
town are not, at root, the fault of 
operational management. The large 
privately owned utility systems are so 
integrated that surplus power in one 
section flows to points of peak demands 
in other sections. Distribution over 
a wide area promotes flexibility in 
the operation of generating facilities. 
The resulting efficiency and economy 


tions. 





1 While exact figures and percentages are 
not availab!e, both commercial and industrial 
schedules also appear substantially higher. 


of operations produce low cost power. 
The city of Jamestown will be unlikely 
to solve the problem of efficient opera- 
tion of its new generating plant until 
the night power load expands three- 
fold, so that it is enabled to run at 
high and uniform rates, or the city 
finds a market elsewhere for its sur- 
plus power. 

In the light of the proven need for 
additional revenues and in view of the 
long-established policy of this Commis- 
sion to co-operate for the public bene- 
fit in the efforts to solve utility prob- 
lems, we are of the opinion that the 
suspended rates should be permitted 
to become effective for a 2-year trial 
period. Concurrently therewith, this 
Commission would be remiss in the 
performance of its obligation to the 
public if it neglected to impress upon 
all concerned a consciousness of the 
troublesome problems which confront 
municipally owned electric generating 
facilities in these days of unprec- 
edented demand for electric energy. In 
the instant case, it appears, to date, 
that all the benefits which flow from 
either partial or complete tax exemp- 
tion have been dissipated and the resi- 
dents of Jamestown must pay higher 
electric rates in all classifications than 
the neighboring customers of a pri- 
vately owned utility which bears its al- 
lotted share of the burden of support- 
ing government. 
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SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 


Re Transport Incorporated of 
South Dakota 


9118-B, 9230-B. 9383-B, 10224-B 
November 6, 1952 


F  ypeseory for Commission approval of transfer of motor 


carrier permits; granted. 


Certificates of convenience and necessity, § 137 — Transfer proceedings — Crea- 


tion of new authority. 


1. A transfer proceeding should not be made the vehicle for creating new 
operating rights where radial authority is held by two motor carriers, each 
being limited as to a specified origin of traffic, p. 103. 


Certificates of convenience and necessity, § 137 — Transfer of operating authority. 
2. A transferor of an operating authority cannot transfer any greater oper- 
ating rights than it owns, nor can two transferors, by selling their operating 
authority to one transferee, create any greater operating rights in the trans- 
feree than were originally held by the two transferors, p. 104. 


Certificates of convenience and necessity, § 143 — Transfer of motor carrier rights. 
3. The Commission will approve the transfer of a certificate from one motor 


carrier to another when no new operating rights are thereby created and the 
transferee is fit, able, and willing to render the service, p. 104. 


Certificates of convenience and necessity, § 143 — Transfer of motor carrier rights. 
4. Commission approval was granted to the transfer of motor carrier operat- 
ing rights where the transferee appeared to be a corporation owned by re- 
sponsible and financially sound stockholders, managed by men of wide 
experience in the type of transportation business affected, adequatelv financed, 
and able to effect many economies in operation not available to the present 


certificate holders, p. 104. 


APPEARANCES: John E. Walsh, At- 
torney, of Yankton, appeared for the 
applicant, Transport Inc. of South Da- 
kota, of Sioux Falls, and Transport 
Service, Inc., of Yankton; R. G. May, 
Attorney, of Sioux Falls, appeared for 
the applicant, Transport Inc. of South 
Dakota, of Sioux Falls, R. O. Pitsen- 
barger, of Moorhead, Minnesota, and 
Transport, Inc., a Minnesota corpora- 
tion, of Moorhead, Minnesota; John 
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Murphy, Attorney, of Sioux Falls, and 
Clair Ledbetter, Attorney, of Pierre. 
appeared for Dan S. Dugan and 
Dugan Oil and Transport Company, 
of Sioux Falls, protestants; Edward 
P. Gribbin, Attorney, of Water- 
town, and Dale Ruffcorn, Commerce 
Agent, of Minneapolis, Minnesota, 
appeared for The Minneapolis & 
St. Louis Railway Company, inter- 
veners in opposition; Herman L. 
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RE TRANSPORT INCORPORATED 


Bode, of Pierre, appeared as Commis- 
sion Counsel. 


By the Commission: Transport 
Inc. of South Dakota, of Sioux Falls, 
South Dakota, by its application duly 
filed, requests authority under SDC 
44.0412 to purchase for separate motor 
carrier permits, one now held by 
Transport, Inc., a Minnesota corpora- 
tion, of Moorhead, Minnesota, and the 
other three by Transport Service, Inc., 
of Yankton, South Dakota. 

The operating authority of Trans- 
port, Inc., of Minnesota, is to be first 
acquired by Roger Pitsenbarger, and 
after approval of the transfer of the au- 
thority held by Transport, Inc., of 
Minnesota, to Pitsenbarger, then 
transferred to Transport Inc. of South 
Dakota. Under permit No. 7254—-B, 
Transport, Inc., of Minnesota, holds 
operating authority to serve all points, 
as a radial, irregular route operator, 
in South Dakota east of the Missouri 
river and north of U. S. Highway 14, 
in the transportation of petroleum 
products, in bulk, the origin point of 
the traffic being specifically limited to 
Watertown (pipeline area), South 
Dakota. 

Under Class B permits 6336, 6337, 
and 6456, Transport Service, Inc. 
holds authority to transport petroleum 
products, in bulk, from Sioux Falls 
and Yankton to the radial area of all 
points in South Dakota east of the 
Missouri river, and from Sioux Falls 
to an area west of the Missouri river 
consisting of a strip 25 miles adjacent 
to U. S. Highways 16 and 18. 

Transport, Inc., of Minnesota, is not 
authorized to deliver petroleum prod- 
ucts to points in South Dakota south 
of U. S. Highway 14, or serve Sioux 
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Falls as an origin point of traffic. 
On the other hand, Transport Service, 
Inc. has no operating authority to serve 
Watertown as an origin point of pe- 
troleum traffic, but its territorial au- 
thority from Sioux Falls and Yank- 
ton duplicates Transport, Inc., of 
Minnesota, to that part of South Da- 
kota north of Highway 14 and east of 
the Missouri river. 

The application before the Commis- 
sion asks for authority to transfer the 
rights now held by Transport, Inc., of 
Minnesota, and Transport Service, 
Inc., of Yankton, and not for a uni- 
fication into one operating authority 
under the ownership of Transport 
Inc. of South Dakota. These rights in 
a transfer proceeding cannot be unified 
in that under its present operating au- 
thority, Transport, Inc., of Minnesota, 
is not authorized to deliver petroleum 


products originating at Watertown, 
South Dakota, to any point south of 
Highway 14 or at any point west of 
the Missouri river, and Transport 
Service, Inc., of Yankton, South Da- 
kota, is authorized to serve the same 


area in South Dakota described in 
Transport, Inc., of Minnesota, except — 
that service to its radial area is lim- 
ited to petroleum products loaded at 
Sioux Falls and Yankton. 

[1] A transfer proceeding should 
not be made the vehicle for creating 
new operating rights where radial au- 
thority is held by two carriers, each be- 
ing limited as to a specified origin of 
the traffic. Whether approached from 
statutory standard “in the public in- 
terest” or in furtherance of “public 
convenience and necessity,” in either 
case the extension of the additional 
service must be found to comply with 
either one or perhaps both statutory 
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tests. Both standards involve the ef- 
fect of new or additional service on 
existing carriers. Interchange of 
traffic between radial, irregular route 
carriers, such as transferors, is not per- 
mitted except at the base or the one 
origin point they are authorized to 
serve. Regular route carriers (not 
here involved) may interchange traf- 
fic by transfer of lading with each oth- 
er at any point they are authorized to 
serve. 

[2] It is clearly apparent that by 
transfer, without including a restric- 
tion in the operating authority of the 
applicant, Transport Inc. of South 
Dakota, the new corporation would 
hold operating authority extending 
over substantially all of South Da- 
kota except the Black Hilis area and 
the territory west of the Missouri river 
north of Highway 14. It would, how- 


ever, unless such operating authority 
was in fact authorized to be enlarged, 
be limited to the delivery of petroleum 
products, in bulk, from Watertown to 
the area described in the operating au- 
thority now held by the transferor, 


Transport, Inc., of Minnesota. It 
would also be limited, unless its op- 
erating authority were to be enlarged, 
to the delivery of petroleum products 
loaded at Sioux Falls and Yankton 
to the area now authorized to be served 
by Transport Service, Inc., of Yank- 
ton, South Dakota. To obviate an 
enlargement by a unification of the op- 
erating authority of the two transfer- 
ors, it is necessary to carry the re- 
strictions and limitations in the present 
permits into the new permits. Under 
the Motor Carrier Act we are author- 
ized so todo. This case involves only 
a transfer and not an application for 
extension of operating authority for 
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which public convenience has not been 
heretofore determined or established 
of record in this case. It is obvious 
that a transferor of an operating au- 
thority cannot transfer any greater 
operating rights than it owns, nor can 
two transferors, by selling their op- 
erating authority to one transferee, 
create any greater operating rights in 
the transferee than were originally held 
by the two transferors. 

[3, 4] It has been the practice of 
this Commission to approve a transfer 
from one motor carrier to another car- 
rier, or to any person, when no new 
operating rights thereby are created 
and the transferee is fit, able, and will- 
ing to render the service. 

The record in this case shows that 
Transport Inc. of South Dakota, the 
corporate charter of which was issued 
on June 16, 1952, will be owned by 
responsible and _ financially sound 
stockholders, managed by men of wide 
experience in the petroleum transpor- 
tation business, and adequately fi- 
nanced. The applicant also will be able 
to effect many economies in operation 
not now available to the dual owners, 
and be able to render more expedited 
service under one ownership. 

We therefore find: 

1. That applicant is able, ready, and 
willing to assume the status and duties 
of a common motor carrier. 

2. That the transfer of Class B 
motor carrier permit 7254 from Trans- 
port, Inc., of Moorhead, Minnesota, to 
Roger Pitsenbarger, and by said Pit- 
senbarger to Transport Inc. of South 
Dakota, of Sioux Falls, South Dakota, 
be authorized. 

3. That the transfer of Class B 
motor carrier permits 6336, 6337, and 
6456, from Transport Service, Inc., of 
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Yankton, South Dakota, to Transport 
Inc. of South Dakota, of Sioux Falls, 
South Dakota, be authorized. 


line area), to any point south of UV. S. 
Highway 14 in South Dakota, or any 
point west of the Missouri river in 


South Dakota. 

5. That said transfers, subject to 
the restrictions, are consistent with 
and will promcte the public interest. 

Let an appropriate order be entered. 
[Order omitted herein. ] 


4. All said transfers are subject to 
the following restrictions: That 
Transport Inc. of South Dakota de- 
sist and abstain from transporting pe- 
troleum products loaded or originating 
at Watertown, South Dakota (pipe- 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Pacific Electric Railway Company et al. 


Decision No. 47830, Application Nos. 33317, 33628 
October 14, 1952 


PPLICATION by transit companies for authority to increase 
1 \ fares; modified and granted. 


Rates, § 649 — Notice — Zone revisions — Transit companies. 
1. Proposed zone revisions and other operating changes were denied ap- 
proval in a transit rate proceeding, except for one minor change in the 
interest of public safety, because advance notice had not been given to per- 
sons who would be affected, p. 108. 


Rates, § 504 — Uniform fares and zones — Problem of return — Transit compa- 
nies. 
2. The Commission, upon application by two transit companies for increased 
fares in the same community where uniform fares and zones have been 
maintained, will base new rates on the operating results of the more suc- 
cessful company because a rate will not be approved which would yield an 
excessive return to either, p. 110. 


Expenses, § 26 — Advertising and promotion — Transit company. 
3. A transit company, in order to institute a thorough and constructive 
program of traffic promotion that would benefit the public, was allowed an 
amount substantially less than one per cent of anticipated revenue for pro- 
motion expense, p. 113. 


Valuation, § 270 — Historical cost — Land at current value — Transit company. 
4. A transit company’s historical cost estimate that includes some land at 
current values is excessive, p. 115. 

Valuation, § 203 — Unamortized track retirements — Interest — Transit company. 
5. A transit company’s unamortized track retirements do not belong in a 
rate base, but interest on the unamortized balance should be allowed as a 
deduction from net operating income, p. 115. 
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Rates, § 519 — Tokens — Transit company. 
6. A transit company’s proposal that tokens be sold at seven for one dollar 
was held unreasonable because this would prevent the purchase of any 
number less than seven at one time and would have the effect of withholding 
the token fare from many patrons, and the sale of tokens at three for 40 
cents was ordered as being reasonable, p. 116. 

Return, § 108 — Transit company. 
7. Modified transit rates that would yield a return of approximately 6,75 
per cent, when considered in relation to an operating ratio of 95.03 per 
cent, were held fair and reasonable, p. 118. 


¥ 


APPEARANCES: C. W. Cornell and ity to increase certain passenger fares 

E. D. Yeomans, for applicant Pacific on less than statutory notice. 
Electric Railway Company; Max Ed- Public hearings were held before 
dy Utt, for applicant Los Angeles Commissioner Potter and examiner 
Transit Lines; George H. Hook, for Bryant at Los Angeles on August 13, 
applicant Glendale City Lines, Inc.; 14, 15, 18, and 19, 1952. Advance 
Roger Arnebergh and T. M. Chubb, notices of the hearings were posted in 
for city of Los Angeles, interested applicants’ vehicles, were published in 
party; Joseph R. Roark, for city of newspapers of general circulation in 
Glendale, interested party; George W. the areas served, and were sent to 
Irving and Harmon R. Bennett, for cities, organizations, and persons bhe- 
city of Burbank, interested party; lieved to be interested. The matters 
Christopher J. Griffin, for city of were submitted on August 19, 1952, 
Huntington Park, protestant; Rodney and are now ready for decision. 
F. Williams and Don L. Campbell, Pacific Electric is engaged in the 
for Asbury Transit System, interested pysiness of transporting passengers 
party; Carl F. Fennema, for Down- and freight by rail and highway be- 
town Business Men’s Association of tween points within the counties of 
Los Angeles, interested party; Charles [os Angeles, Orange, Riverside, and 
W. Thorpe, for Citizens Transit Com- San Bernardino. Only the passenger 
mittee for Metropolitan Los Angeles, operations within the metropolitan 
protestant; William L. Wood, for area of Los Angeles county are directly 
Grand Lodge of Negro Masons, prot- jnyolved herein. Los Angeles Transit 
testant William Hogan for self, and [jnes transports passengers over nv- 
Lincoln Heights Co-ordinating Coun- merous and extensive routes serving a 
cil, protestants; Neal J. Boyle in pro-  Jarge part of the Los Angeles metro- 
pria persona, protestant; Harold J. politan area. Glendale City Lines, 
McCarthy and Grant E. Syphers, for Ine. serves the city of Glendale and 
staff of the Public Utilities Commis- adjacent areas in the cities of Los 
sion. Angeles and Burbank. 

By the Commission: By these ap- The fares of the applicant companies 
plications Pacific Electric Railway are based upon fare zones. For trans- 
Company, Los Angeles Transit Lines, portation within any one zone the one- 
and Glendale City Lines seek author- way adult fare is 15 cents cash or one 
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RE PACIFIC ELECTRIC RAILWAY CO. 


token.! The tokens are sold at the 
rate of two for 25 cents. One token is 
acceptable in lieu of the initial 15 cents 
in payment of interzone fares of 20 
cents or more. The applicants have 
various intracompany and intercom- 
pany transfer arrangements. Through- 
out much of the area served jointly by 
Pacific Electric and Los Angeles 
Transit Company there is a universal 
fare structure under which transfers, 
issued without additional charge, al- 
low passengers to use the various lines 
of both companies in any combination. 
The applicants also have various com- 
mutation and school fares, none of 
which are proposed to be changed. 

By these applications Pacific Elec- 
tric and Los Angeles Transit Lines 
would discontinue the sale and use of 
tokens. In addition, they would estab- 
lish a charge of 2 cents for each trans- 
fer issued, whether for intracarrier or 
intercarrier transportation, except that 
Pacific Electric would not charge for 
transfers within some outlying areas. 
No change is proposed in any of the 
local fares of Glendale City Lines, Inc. 
That company is involved in these pro- 
ceedings only to the extent that it par- 
ticipates in joint fares with Pacific 
Electric. As to those fares it is asked 
that the sale and use of tokens be dis- 
continued. 

Applicants Pacific Electric and Los 
Angeles Transit Lines allege that, 
since their present fares were estab- 
lished in January, 1952, they have 
been required to make substantial in- 


creases in the wages of their employees 
in order to avoid a strike and disrup- 
tion of service, that salary increases 
have been granted to the supervisory 
forces in order to maintain a wage 
differential, and that material costs 
and various other items of operating 
expense have continued to increase 
substantially. These applicants rep- 
resent that as a result of increased 
costs they are unable to continue to 
operate under the existing fares with- 
out incurring serious losses and with- 
out detriment to the service to the pub- 
lic. They urge that the requested 
fares be authorized at the earliest pos- 
sible date in order that they may con- 
tinue to offer a reasonable and ade- 
quate service to the public and improve 
their earning position. Los Angeles 
Transit Lines seeks thereby to earn a 
reasonable return upon the value of its 
assets devoted to public use. Pacific 
Electric alleges the proposed rates will 
not even pay its operating expenses 
and taxes, and that hence any question 
of return on its investment is of little 
immediate importance. 

Glendale City Lines, Inc., as herein- 
before indicated, is involved in these 
proceedings to a minor extent only. 
That company does not plead the ne- 
cessity for greater revenues, but says 
that the sought fares are designed to 
permit a uniform joint-fare structure 
and to avoid inequities which would 
otherwise result. It estimates that the 
joint-fare adjustment would increase 
its gross annual revenues by only $3,- 





_1 There are some exceptions to the applica- 
tion of token fares in so far as Pacific Electric 
is concerned. Interurban fares of that com- 
pany, for travel beyond the local areas in- 
volved in these proceedings, are not referred to 
herein. 

2 The present fares were authorized by De- 
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cision No. 46618, dated January 4, 1952, in 
Applications Nos. 32334 and 32335, 51 Cal 
PUC 371. Those proceedines were submitted 
on November 19, 1951. The fares became 
effective on January 24, 1952. The entire rec- 
ord in those proceedings was incorporated here- 
in by reference. 
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000, and that net earnings would be 
increased by $2,000 or less.* 

Approximately thirty witnesses tes- 
tified during the five days of public 
hearing in these proceedings, and more 
than a score of exhibits were intro- 
duced into the record. In addition to 
the several witnesses who testified on 
behalf of the applicants, the staff of 
this Commission introduced evidence 
through six of its transportation engi- 
neers, the city of Los Angeles intro- 
duced exhibits and oral testimony 
through the chief engineer and general 
manager of its Department of Public 
Utilities and Transportation, and nu- 
merous public witnesses testified on 
behalf of individuals and various civic 
and community groups. Other parties 
participated in examination of the wit- 
nesses or filed petitions or resolutions. 

It was the position of the city of Los 
Angeles, supported by the city of Ingle- 
wood, that the Commission should not 
authorize elimination of the tokens or 
the establishment of a charge for trans- 
fers, although some increase in the 
price of tokens may be justified. The 
city of Maywood, by resolution, op- 
posed the granting of the full increase 
sought by the applicants. In general 
the various other individuals and or- 
ganizations were opposed to any in- 
crease in fares. 

[1] Numerous suggestions were 
offered for zone revisions and other 
operating changes. Some of these 
suggestions appear to have merit, but 
they are not germane to these applica- 
tions. One minor zone change will be 





3 For the six months from January 1 to June 
30, 1952, Glendale City Lines, Inc. reported 
gross operating revenue of $151,585. 
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approved hereinafter solely in the in- 
terest of public safety, but it would be 
inappropriate to consider zone revi- 
sions of substance without advance no- 
tice to the persons who would be affect- 
ed thereby. In the meantime, mem- 
bers of the Commission’s staff will be 
assigned t. sake a field investigation 
and a full report on these matters, 
Los Angeles Transit Lines is hereby 
directed to co-operate with and assist 
the staff to this end. The basic issue 
herein is whether or not, and to what 
extent, if at all, increases in fares are 
justified in accordance with § 454 of 
the Public Utilities Code and Article 
XII, § 20, of the Constitution of this 
state. That is the issue to which we 
shall direct our attention in these pro- 
ceedings. 

Several expert witnesses introduced 
and explained detailed studies of the 
operations of Pacific Electric Railway 
Company and Los Angeles Transit 
Lines. Collectively these studies in- 
cluded statements of past, present, and 
anticipated revenues, expenses, and 
rate bases, supported by analyses of 
travel trends, sources of operating 
revenues, traffic checks, operating 
schedules, vehicle inventories, earning 
requirements, and numerous other 
related and nonrelated data. Exhibits 
of this nature were offered by Pacific 
Electric Railway Company and Los 
Angeles Transit Lines; by the staff of 
this Commission, and by the city of 
Los Angeles. 

The operating statements of these 
applicants for recent past periods, as 
summarized from the exhibits, are 
shown in the following table: 





RE PACIFIC ELECTRIC RAILWAY CO. 


TABLE 1 
OPERATING RESULTS FOR PAST YEAR 


Item 
Operating Revenues 
Operating Expenses 


Operating Income 
Income Taxes 


Net Operating Income 


Aliowance for Amortization and Interest ............. 


Net Income 

Rate Base (Historical Cost) 

Rate of Return 

Operating Ratio (after Income Taxes) 


( ) — Indicates loss. ; 
1 As reported on monthly operating reports. 
2 Calculated by Commission staff. 
Note: 


Pacific Electric 
Railway Company 
(Local Operations) 

Year 1951 
$7,908,653 
9,227,495 


Los Angeles 
Transit Lines 
12 Mos. Ending 
May 31, 1952 

$23,147,805 

20,446,710 


$2,701,095 
1,043,7102 


$1,657,385 
167,6002 


$( 1,318,842) $1,489,785 
$11,571,072 $21,405,000 
6.96% 
93.56% 


Pacific Electric figures are from Exhibits Nos. 2 and 4, submitted by that company. 


Los Angeles Transit Lines figures are from Exhibit No. 7, submitted by the Commission’s staff, 
and show the company’s book record except as otherwise indicated above. 


Under conditions of general eco- 
nomic instability the operating experi- 
ence of a past year may not be a satis- 
factory indication of results for the 
future. Both companies adjusted their 
fares in January, 1952, and within 
recent months they have experienced 
substantial increases in wages and 
other items of operating .»pense. For 
these and other reasons the cperating 
results anticipated by the witnesses for 
the coming year differ materially 
from those reported for the past. 

All of the estimated operating results 
for the future rate year were related 
to the twelve months from October 1, 


1952, through September 30, 1953. 
Studies of Pacific Electric were sub- 
mitted by that carrier and by the Com- 
mission's staff. The city of Los An- 
geles did not introduce estimates for 
that company. The city witness made 
the following explanation: “We did 
make a study of Pacific Electric. We 
did not complete it because it became 
apparent that any reasonable, in my 
opinion, token rate would not much 
more than put them in the black.” 
Table 2, which follows, summarizes the 
forecast of record as they relate to 
Pacific Electric Railway Company: 
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TABLE 2 
PaciFic ELectric RAiLway CoMPANY 
(Local Passenger Operations) 
12 Months Ending September 30, 1953 


As Estimated 
by Pacific Electric 


As Estimated 
by Commission Staff 


Present 
Item Fares 
Operating Revenues 
Passenger 
Other 


$7,728,000 
283,800 


Present Proposed 


Proposed 
: Fares Fares 


Fares 


$8,341,000 
280,900 


$7,734,000 
316,000 


$8,461,000 
316,000 





$8,011,800 


$283,674 
1,629,992 
200,470 
4,860,187 
81,027 
1,082,567 
595,585 


Totals Operating Revenues . 

Operating Expenses 

Ways and Structures 

Equipment Maintenance 

Power =! co 

Conducting Transportation ... 

Traffic 

General 

Taxes—Operating 





$8,777,000 


$348,500 
1,597,200 
192,300 
5,163,000 
86,700 
1,189,700 
627,700 


$8,621,900 


$281,115 
1,619,690 
198,575 
4,811,093 
80,209 
1,071,633 
601,568 


$8,050,000 


$348,500 
1,606,100 
194,300 
5,202,500 
86,700 
1,194,200 
620,500 





$8,733,502 
$(721,702) 


Total Operating Expenses .. 


Net Operating Income . 


Operating Ratio 
Historical Rate Base 


$11,244,337 


( ) — Indicates loss. 


[2] As may be seen from the fore- 
going tables, the expert witnesses 
were in agreement that the local opera- 
tions of Pacific Electric are being con- 
ducted at a net operating loss and that 
the proposed fares would not restore 
those operations to a profitable basis 
for the future rate year. Uniform fares 
and fare zones are maintained, and 
this Commission will not authorize a 
fare increase which would return un- 
reasonably high earnings to either 
carrier. For these reasons it is evident 
that the operating results of Los An- 
geles Transit Lines will be the prin- 
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109.01% 





$8,663,883 
$(41,983) 


100.49% 
$11,244,337 


$9,252,800 
$(1,202,800) 


114.94% 
Not Shown 


$9,205,100 
$(428,100) 
104.88% 


cipal determinant of the fares which 
may be found justified in these pro- 
ceedings. 

Future operating results of Los An- 
geles Transit Lines were estimated by 
that company, by the Commission 
staff, and by the city of Los Angeles. 
The following Table 3 sets forth the 
anticipated experience (1) under pres- 
ent fares and (2) under the fares pro- 
posed by the applicants. Estimated 
operating results under several alter- 
native fare bases will be shown in a 
later table. 
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TABLE 3 
Los ANGELES TRANSIT LINES 


Estimated Results of Operation for Year Ending September 30, 1953 
Under Present and Proposed Fares 
Under Under 
Item Present Fares Proposed Fares 
As Estimated by Los Angeles Transit Lines 
Operating Revenues $23,880,148 $26,584,282 
Expenses 
Rail and Trolley Coach: 
Way and Structures $860,500 $860,500 
Equipment Maintenance 1,076,900 1,056,100 
Power 814,900 800,800 
Conducting Transportation 4,567,100 4,481,400 
Traffic . 114,300 114,300 
General and Miscellaneous 2,407,700 2,438,600 
Motor Coach: 
Equipment Maintenance 1,712,100 1,690,500 
Transportation Expense 4,273,600 4,204,900 
Traffic 160,400 160,400 
Insurance and ‘Safety 807,300 832,700 
Administrative and General 833,500 833,500 
Operating Rents 14,800 14,80 
System: 
Depreciation Expense 2,210,000 2,210,000 
Operating Taxes 1,656,000 1,702,400 
Wage Increase Cost 3 7 
Amortization of Track Removal 


Total Expenses . $23,079,£00 
Operating Income $800,348 
Interest Income ..... as 9.054 


$809,402 $3,637,8. 
Taxes on Income ............ 394,598 2,048,901 


Income after Taxes .... $414,804 $1,588,935 
Operating Ratio (after Income Taxes) aan 98.3% 94.0% 
As Estimated by Commission Staff 
Operating Revenues 24,270,000 27,565,000 
Operating Expenses 
Rail and Trolley Coach . . $9,889,300 
Way and Structures 
Equipment 
Power 
Conducting Transportation 
Traffic 
General 
Motor Coach 
Equipment Maint. and Garage Expense 
Transportation Expense 
Traffic and Advertising 
Insurance 
Administrative and General 
Rents 15000 
System 
Depreciation 2,198,000 2,198,000 
Operating Taxes 1,695,800 1,755,900 


$22,318,700 $22,105,700 


Operating Income $1,951,300 $5,459,300 
Income Taxes saa 997,300 3,266,600 


Net Operating Income $954,000 $2,192,700 
Allowance for Amort. and Interest .... encase 167,600 167,600 


Net Income , . neh ; $786,400 $2,025,100 
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Rate Base 

Rate of Return . 

Operating Ratio (after Income Taxes) 
As Estimated by City of Los Angeles 

Operating Revenues 

Operating Expenses 


Rail 

Trolley Coach . 

Motor Coach 

Depreciation ..... 

Amortization- Retirements 

Insurance 

Operating Taxes . 

Wage Increases Incl. Taxes and Ins. 
Addtl. for Advert. and Serv. Improv. 


Total—Excl. Income Taxes 
Net Oper. Income (before Inc. Taxes) 
Interest Income ($400,000 Bond) 


Total Income (before Inc. Taxes) 


Income Taxes 


Net for Return .. 
Operating Ratio (after Income Taxes) 


$18,691,000 $18,691,000 
4.21% 10.83% 
96.76% 2.05% 


$24,439,000 


$7,361,800 
1,120,300 
6,903,100 
2,185,000 
140.100 
1,701,300 
1,703,100 
1,485,300 
350,000 


$22,950,000 
$1,489,000 
10,000 


$1,499,000 

766,360 

$732,640 
97.0% 


Note: The city of Los Angeles did not submit an estimate of operating results under the 
fares proposed by the applicants. The city’s estimates of results under alternative fares are shown 


in a following table. 


As may be seen from Table 3, direct 
comparison between the several esti- 
mates may not readily be made. For 


example, wage contracts which be- 
came effective on June 1, 1952, will 
increase the operating expenses of Los 
Angeles Transit Lines by amounts 
estimated to total nearly $1,500,000 
annually. The Commission - staff 
made its estimates accordingly, but 
neither the company nor the city of 
Los Angeles developed individual ac- 
counts in accordance with the present 
wage levels. Instead their estimates 
of operating expenses were based on 
the lower wages prevailing prior to 
June 1, 1952. To the figures thus 
developed they added the increased 
wage costs as a lump sum, without re- 
gard to the individual accounts. Ref- 
erence to the table will disclose other 
respects in which the estimates vary in 
form and content, thus making com- 


parison of many items impracticable. 
However, the major differences will be 
discussed. 

It will be observed that there are 
substantial differences in the estimates 
of operating revenues as set forth in 
Table 3. The company’s estimate is 
lower than that of either the Commis- 
sion staff or the city of Los Angeles. 
Revenues under the proposed fares 
were estimated by the company at 
$26,584,282 and by the Commission 
staff at $27,565,000.5 This difference 
results primarily from matters of judg- 
ment concerning the trend of travel 
for the future year, and particularly 
concerning the extent to which the 
higher fares would cause patrons to 
forego the service. The company’s 
forecast was based upon an annual 
decline of 5 per cent in the number of 
adult riders and 8 per cent in the num- 
ber of school students. Its witnesses 





4For noncontract employees the wage in- 
creases became effective on March 1, 1952. 


5 The city of Los Angeles did not estimate 
operating revenues under the proposed fares. 
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offered reasons why, in their opinion, 
the actual downtrend will be even 
greater. The city of Los Angeles used 
a downtrend of 3 per cent, and its wit- 
ness thought that the downtrend might 
be even less. The Commission staff 
did not express its estimate as a per- 
centage of annual decline. Its figure 


was about midway between that of the 
company and the city, as shown in the 
following comparison : 


Estimated Adult Revenue Passengers Under 
Present Fares, Excluding Post Office 
and School 


159,951,818 
161,961,800 
163,473,083 


Los Angeles Transit Lines 
Commission staff 
City of Los Angeles 


With respect to the deflection of 
passengers by the higher fares, the 
company used a formula based upon 35 
per cent of the percentage increase in 
fares. The figure of 35 per cent was 
developed as a judgment figure upon 
consideration of the reported experi- 
ence of transit companies in other 
The Commission staff used a 
corresponding factor of 25 per cent, 
based principally upon the experience 
of California companies. 

The resulting variation in operating 
revenues constitutes one of the major 
differences in the estimates. At the 
proposed fares the difference in total 
operating revenues is nearly $1,000,- 
000. Forecasts of the number of pas- 
sengers to be transported during a 
period in the future, where increased 
fares are under consideration and 


6 The total operating revenues were esti- 
mated as follows: 


states. 





Present Proposed 
Fares Fares 


Commission staff .... $24,270,000 $27,565,000 

Los Angeles Transit 
Lines 23,880,148 26,584,282 
$389,852 $980,718 





Difference 


[8] 113 


where economic conditions and various 
other factors are uncertain, necessarily 
depend upon judgment. As is usual 
in proceedings of this nature, the ex- 
perts are not in agreement. Without 
indulging in extended discussion, it 
will suffice to say that from considera- 
tion of all of the evidence it is our con- 
clusion that the Los Angeles Transit 
Lines has been unduly conservative in 
its estimate of passengers to be carried 
and operating revenues to be received 
during the coming year. The revenue 
forecasts of the Commission's staff ap- 
pear to be reasonable and well substan- 
tiated. They will be adopted herein. 

The company’s estimate of operating 
expenses as a whole is higher than that 
of either the Commission staff or the 
city of Los Angeles. As hereinbefore 
stated, the variations in many individ- 
ual items are obscured for the reason, 
among others, that the increased wage 
cost was distributed to the several ac- 
counts in one case and stated as a lump 
sum in the other cases. Material dif- 
ferences are noted in the accounts for 
public liability and property damage 
insurance, ways and structures, depre- 
ciation, advertising, and various other 
items. Some of the differences tend to 
offset one another and there is no need 
to discuss all of them. The record is 
convincing that the staff estimates, ex- 
cept as they relate to traffic promotion 
and public information, make adequate 
provision for all necessary and reason- 
able expenses of operation. 

[3] A thorough and constructive 
campaign of traffic promotion by Los 
Angeles Transit Lines would be of 
benefit to the public. The company 
estimate for this purpose is substan- 
tially less than one per cent of the 
anticipated revenues. We conclude 
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that the company estimate is reason- 
able if the money is to be expended 
actually and properly to stimulate 
patronage, to bring to public attention 
the company’s routes, schedules, and 
services, and for other legitimate pur- 
poses. With this understanding the 
Commission will include an allowance 
of $200,000 for these activities. 

A principal factor affecting operat- 
ing expenses is the number of miles to 
be operated by the vehicles during the 
rate year. The annual mileage as of 
May 31, 1952, as estimated by the 
Commission staff, was 34,905,100, 
developed as follows: 


13,429,400 
. 2,763,600 
. 18,712,100 


Street Car 
Trolley Coach 
Motor Coach .... 


. 34,905,100 


System Total . 


The estimates for the future year, as 
set forth in Table 3, were predicated 
upon the following mileages: 


Vehicle Miles 
Under Under 
Present Proposed 
Fares Fares 
Los Angeles Transit 
Lines ac 34,385,618 33,652,911 
Commission staff 34,567,900 33,918,800 
City of Los Angeles .. 35,134,102 ‘A 
It will be observed that the staff esti- 
mate and the city estimate are higher 
than that of the company. The city, in 
addition, included an amount of $350,- 
000 under present fares, and of $500,- 
OOO under alternate fares, to cover 
(among other things) service improve- 
ments and advertising. 


Additional vehicle miles increase 
cost, and must be reflected to some ex- 
tent in the fares. They likewise tend 
to improve service. The objective 
must be to render the best practicable 
service to the greatest possible number 
of patrons at the lowest reasonable 
fares which will produce the necessary 
revenues. The public witnesses who 
testified in these proceedings on behalf 
of individuals and various civic and 
community groups were concerned 
primarily with matters of service. The 
representative of the city of Los An- 
geles stated that “if funds are available 
the company should make effective all 
practicable service improvements at the 
earliest possible time.” In determining 
the revenue needs of Los Angeles 
Transit Lines herein it will be the 
Commission’s purpose to authorize 
reasonable fares sufficient to enable 
the company to render an adequate and 
efficient service which will promote 
the safety, health, comfort, and con- 
venience of its patrons, employees, and 
the public.” 

No rate base is set forth in appli- 
cant’s estimate as set forth in Table 3. 
The company submitted two rate 
bases. A rate base of $23,453,000 was 
termed an “historical cost’ estimate. 
and one of $33,740,000 was termed 
“historical cost adjusted for present 
dollar values.” In the development of 
the latter figure the company added 
more than $10,000,000 to the net fig- 
ure as follows: 





7See Public Utilities Code, § 451. The 
present record indicates that service provided 
by the company in 1952 has conformed to its 
contemplated mileage estimate as adopted by 
the Commission in Decision No. 46618, supra. 
If it should appear, however, after the Com- 
mission has determined what fare increase is 
justified, that it is a company’s policy to 


curtail service in order to recover any revenue 
difference between the sought fares and the 
authorized fares, this Commission has ample 
authority to require that adequate service 
standards be maintained. (In Re Pasadena 
City Lines, Decision No. 46452, dated Novem- 
ber 20, 1951, in Application No. 32320, 51 
Cal PUC 248, 258.) 
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Historical Adjusted 


Road and Equipment $50,174,000 $76,734,000 
Depreciation Reserve 30,079,000 46,352,000 





Road and Equip- ; 
ment less reserve $20,095,000 $30,382,000 


The adjustments were not fully ex- 
plained, but it was stated that the ad- 
justed figures “represent in current 
dollars the investments devoted to 
public service.” 

The Los Angeles Transit Lines 
argued that the higher rate base should 
be given primary weight, and its wit- 
nesses discussed various other meth- 
ods of measuring earning require- 
ments. Its principal witness urged 
that “the earnings allowed must be suf- 
ficient to permit the financing required 
to replace at inflated prices the prop- 
erty necessary to maintain serv- 
ice to the public.” He said that 
“as a result of inflation a new 
approach to measurement of fair re- 
turn is necessary if gradual confisca- 
tion of the investment is to be avoid- 
ed.” He submitted data designed to 
show that in the years from 1945 to 
1951 the earnings of Los Angeles 
Transit Lines have declined in rela- 
tion to the earnings of industrial cor- 
porations and utility corporations, in 
relation to the average hourly earnings 
of manufacturing employees in the 
Los Angeles area, and in relation to 
the consumers price index for the Los 
Angeles area as supplied by the Fed- 
eral Bureau of Labor statistics. In 
this connection he offered earnings- 
price ratio comparisons for stocks of 
local transit companies on the one 
hand and electric and gas companies 
on the other hand to show that inves- 
tors demand a greater percentage re- 
turn from the transit industry in light 


115 


of the greater risks in the transit busi- 
ness. 

[4,5] The company’s rate base 
estimates are clearly excessive by ac- 
cepted standards. Even its so-called 
“historical cost” estimate includes 
some land at current values, and its 
statement of average depreciated in- 
vestment in road and equipment is 
nearly $3,000,000 greater than the 
corresponding figure submitted by the 
Commission’s staff. In addition, both 
rate bases submitted by the company 
include $356,000 for remaining un- 
amortized payment to the city of Los 
Angeles for retired tracks, $240,000 
for investment in stock of the Transit 
Casualty Company, and $1,000,000 
representing “funds necessary for 
credit stability and banking services.” 
The unamortized track retirements do 
not belong in the rate base. For rate 
purposes, interest on the unamortized 
balance may be allowed as a deduction 
from net operating income, as was 
done in the staff estimates. The other 
two items—stock investment and 
working cash—will not be allowed in 
the rate base for reasons discussed in 
Decision No. 46618, supra. 

Upon the present record it is con- 
cluded that the estimate of $18,691,- 
000, as submitted by the Commission's 
staff, includes all of the rate base ele- 
ments upon which the net income of 
Los Angeles Transit Lines should be 
measured for the year ending Septem- 
ber 30, 1953. This Commission is 
cognizant of the special risks in the 
transit industry and of the many finan- 
cial problems which it shares to some 
extent with other utilities in a period 
of inflation. However, the applicants 
are advised that there is no necessity 
to inflate or expand the rate base for 
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the purpose of lowering the apparent 
rate of return to any preconceived 
level. Financial risk is one of the 
factors to be considered in determin- 
ing the reasonableness of earnings, 
whether measured by the annual rate 
of return on the rate base or by any 
other method. It is always a concern 
of this Commission that utilities shall 
have reasonable earnings sufficient to 
sustain adequate public services. 

The record is clear that some adjust- 
ment in fares is justified. Under the 
most favorable estimate, that submit- 
ted by the Commission staff, the oper- 
ating ratio at present fares would be 
nearly 97 per cent, and the rate of re- 
turn would be 4.21 per cent. Under 
the other estimates the operating ratio 
would be even higher and the rate of 
return lower. The best interests of the 
public as well as the company require 
that this utility have a greater margin 
of financial safety under present cir- 
cumstances. 

Turning to the estimated results 
under the proposed fares, it will be 
seen from the foregoing Table 3 that 
the net income, after taxes, is estimated 
by the company at $1,588,935, and by 
the Commission staff at $2,025,100. 
On the rate base of $18,691,000 the 


rates of return would be 8.50 per cent 
and 10.83 per cent, respectively. The 
operating ratio, after provision for 
income taxes, would be 94 per cent 
under the company estimate and 92.65 
per cent under the staff estimate. Ad- 
justed for advertising, the staff esti- 
mate would develop a net income of 
$1,924,242, a rate of return of 10.3 
per cent, and an operating ratio, after 
taxes, of 93 per cent. Clearly the pro- 
posed fares would return revenues 
greater than would be reasonable or 
justified upon the evidence of rec- 
ord. 

[6] The applicants did not suggest 
any alternative to their fare proposal. 
As hereinbefore indicated, alternative 
fares were submitted for consideration 
of the Commission, but without specific 
recommendation, by the city of Los 
Angeles and by the Commission staff 
A total of five alternatives were of- 
fered. None of them would provide a 
charge for transfers. Under four of 
them the token would be retained, but 
at an increased charge. Under thie 
fifth alternative, use of the token would 
be eliminated. The several alterna- 
tive fares, and the estimated operat- 
ing results under each, are set forth 
in Table 4 which follows: 


TABLE 4 


Los ANGELES TRANSIT LINES 


Estimated Results of Operation for Year Ending September 30, 1953, 
Under Alternative Fares 


Operating Revenues 
1. Passenger Revenue ................... 
2. Other Revenue 


a 
Operating Expenses 
. Rail ® 
5. Trolley Coach ® 
6. Motor Coach® .. 
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Alternate 2 
City of L.A 
Tokens 
3 for 40¢ 


Alternate 1A 
City of L.A. 
Tokens 
7 for $1.00 


Alternate 1 
Commission 


ta 
7 for $1.00 


$26,081,000 
359,200 


$26,440,000 


$26,335,000 
300,000 


$26,635,000 


$25,385,000 
300. 100 


$25,685,000 


$7,361,800 
1,120,300 
6,903,100 


$8,618,100 
1,335,500 
8,309,100 


$7,361,800 
1,120,300 
6,903,100 
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: Depreciation 
Amortization-Retirements 
. Insurance 
. Operating Taxes . 
_ Wage Increases Incl. Taxes and Insurance .. 
' Addl. for Advt. and Serv. Impr. 


Onuning Incom 
5. Interest Income ($400, 000 Bond) 


_ Net before Income Taxes 
oes OO ee er 


18. Net after Income Taxes 
19, Allowance for Amort. and Int. 


20. Net Income 
. Rate Base 
2. Rate of Return . 
. Operating Ratio (after Income Taxes) .... 


Line 

No. Item 
Operating Revenues 

1. Passenger Revenue 
2. Other Revenue 


3. Total 
Operating Expenses 
. Rail 
5. Trolley Coach 
5. Motor Coach 
. Depreciation 
. Operating Taxes 


Total 
. Operating Income 
. Income Taxes 


2. Net Operating Income 
. Allowance for Amort. and Int. 


. Net Income 
5. Rate Base 
. Rate of Return 
. Operating Ratio (after Income Taxes) .... 


®*Exclusive of depreciation and operating taxes. y 
clusive of insurance also, and do not include the recent wage increases. 


shown separately in the table. 
> See line 19. 
¢ Included in lines 4, 5, and 6. 
4 See lines 8 and 15. 


®The city of Los Angeles did not develop a rate base. 


2,1 98,000 


c 
1,736,200 
c 


2,185,000 
140,100 
1,844,100 
1,749,700 
1,485.300 
500,000 


2,185,000 
140,100 
1,782,300 
1,729,500 
1,485,300 
500,000 





$22,196,900 
$4,243,300 





$23,289,400 
$3,345,600 
10,000 


$23,207,400 
$2,477,600 
10,000 





$4,243,300 
2,443,650 





$3,355,600 
1,832,939 


$2,487,600 
1,299,413 





$1,799,650 
167,600 





$1,522,661 
d 


$1,188,187 
d 





$1,632,050 
$18,691,000 
8.73% 
93.8% 


Alternate 3 
Commission 
Staff 
No Tokens 


$26,528,000 
319,000 


$1,522,661 
e 


94.3% 


Alternate 4 
Commission 
Staff 
4 for 55¢ 


$25,657,000 
361,300 


$1,188,187 
e 


e 
95.4% 


Alternate 5 
Commission 
Staff 


5 for o5¢ 


$24,978.000 
632,500 





$26,847,000 


$8,592,400 
1,330,900 
8,286,300 
2,198.000 
1,742,800 





$26,018,300 


$8,635,500 
1:338.700 
8,330,000 
2.198.000 
1,729,000 


$25,340,500 


$8,658,900 
1,343,100 
8.352.900 
2,198,000 
1,717,200 





$22,150,400 
$4,696,600 
2,750,500 
$1,946,100 
167,600 





$22,231,200 
$3,787,100 
2,134,600 


$22,270,100 
$3,070,400 
1,649,080 





$1,652.500 
167,600 


$1,421,320 
167,600 





$1,778,500 
$18,691.000 
952% 
93.4% 





$1,484,900 
$18,691,000 
7.94% 
94.3% 


$1,253,720 
$18,691,000 


The city of Los Angeles figures are ex- 
The excluded items are 


The witness said that his Alternate 


1A would result in a rate of return of between 73 and 84 per cent on a historical cost depreciated 


rate base. 


Alternates 1, 1A, and 3 would pro- 
vide relatively convenient bases of fare 
collection, but would produce rates of 
return which appear to be greater than 
justified under the circumstances. 


Moreover, alternates 1 and 1A (seven 
tokens for one dollar) would preclude 
the purchase of tokens in any number 
less than seven, and thus would have 
the effect of withholding the token fare 
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from many patrons. Alternates 4 and 
5 would provide inconvenient bases of 
fare payment and collection. Alter- 
nate 4, moreover, would produce earn- 
ings which may be deemed excessive. 
Excessive earnings are not justified, 
but reasonable earnings must be pro- 
vided in order that the public may be 
assured of adequate service. Alter- 
nate 2 appears to provide the best fare 
basis under all of the circumstances of 
record. Under this fare the tokens 
would be sold at a rate of three for 40 
cents, thereby increasing the average 
price of the token from the present 124 
cents to 134 cents. This constitutes 
an increase of less than 7 per cent 
on the present single-zone token fare, 
with lesser percentage increases where 
the token is used in combination with 
cash for travel beyond the first zone. 
No change would be made in any of 
the cash fares, and no additional charge 
would be made for transfers.2 The 
estimated operating results under this 
basis of fares, after the adjustments 
hereinbefore discussed, are as follows: 


TABLE 5 
Los ANGELES TRANSIT LINES 


Estimated Results of Operation for Year 
Ending September 30, 1953 
Under Alternate 2 


. $25,434,900 


Total Operating Revenues . 
22,421,500 


Total Operating Expenses 


$3,013,400 
1,582,800 


Operating Income 
Income Taxes 


$1,430,600 
167,600 


Net Operating Income . 
Allowance for Amort. & Int. ... 


... $1,263,000 
.... $18,691,000 
6.76% 


Net Income . 

Rate Base 

Rate of Return 

Operating Ratio (after 
Taxes) 


95.03% 


[7] The Commission hereby finds 
the rate of return of approximately 
6.75 per cent, when considered in rela- 
tion to an operating ratio of 95.03 per 
cent, after income taxes, to be fair and 
reasonable for Los Angeles Transit 
Lines. The fares hereinafter author- 
ized have been justified on this record. 

The operating results which Pacific 
Electric Railway Company may 
achieve under the authorized rates are 
not estimated herein for the reason that 
it is clear from the evidence that these 
fares will not return reasonable reve- 
nues to that company. For the reasons 
hereinbefore stated, higher fares can- 
not be established for the local opera- 
tions of Pacific Electric in its present 
joint application. By denying the 
application in part the Commission 
does not preclude that company from 
seeking such other or different relief 
as it may deem to be reasonable and 
justified. The operating results of 
Glendale City Lines, Inc. are not esti- 
mated for the reason that the revenues 
of that company will be affected to a 
minor degree only. These are not 
revenue proceedings in so far as Glen- 
dale City Lines, Inc. is concerned. 


ORDER 


Public hearings having been held in 
the above-entitled proceedings, the 
evidence having been fully considered, 
and good cause appearing, 

It is hereby ordered that Pacific 
Electric Railway Company, Los An- 
geles Transit Lines, and Glendale City 
Lines, Inc., be and they are hereby 
authorized to increase their present 
token rate of fare, from two for 25 





8 On the information now available we ques- 
tion whether a charge for transfers would be 
equitable or reasonable for general application 
within the Los Angeles area, since it is not 
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cents to three for 40 cents, on not less 
than five days’ notice to the Commis- 
sion and to the public, as published in 
the following tariffs and no others: 


Pacific Electric Railway Company 
Local 
Passenger Tariff No. 1494, Cal 
P.U.C. No. 3735 
Pacific Electric Railway Company 
Local 
Passenger Tariff No. 1495, Cal. 
P.U.C. No. 3736 


Pacific Electric Railway Company 
Joint 
Passenger Tariff No. 1496, Cal. 
P.U.C. No. 3737 
Pacific Electric Railway Company 
Joint 
Passenger Tariff No. 1497, Cal. 
P.U.C. No. 3738 
Los Angeles Transit Lines Local 
Passenger Tariff No. 12, Cal. 
P.U.C. No. 13 


It is hereby further ordered that 
Los Angeles Transit Lines be and it is 
hereby authorized and directed to es- 
tablish the following change in High- 
land Park Zone 2, Line W, concur- 


rently with the changes in other fares 
and on not less than five days’ notice 
to the Commission and to the public: 


Now reads: 
“Between Marmion Way at Ave. 
43 and York Blvd. at Ave. 50.” 
Change to read: 
“Between Marmion Way at Ave. 
45 and York Blvd. at Ave. 50.” 


It is hereby further ordered that, in 
addition to the required filing and 
posting of tariffs, applicants shall give 
notice to the public by posting in their 
passenger vehicles and passenger ter- 
minals a printed explanation of the 
fare changes. Such notices shall be 
posted not less than five days before 
the effective date of the fare changes, 
and shall remain posted until not less 
than twenty days after said effective 
date. 

It is hereby further ordered that the 
authority herein granted shall expire 
unless exercised within sixty days after 
the effective date of this order. 

It is hereby further ordered that in 
all other respects Applications Nos. 
33317 and 33628 be and they are here- 
by denied. 
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R. B. Lorch et al. 


Vv. 


Read Investment Company 


2-U-3316 
November 21, 1952 


OMPLAINT against rates charged by subdivider of real estate 
C development for water service to residents of the tract, 
wherein the public utility status of the company was challenged; 

company declared a utility and rates prescribed. 


Public utilities, § 122 — Water company — Operation by land development com- 
pany. 

1. A water system owned and operated by the subdivider of a real estate 
development, who bills the lot owners for the expense of operation, is a 
public utility notwithstanding the subdivider’s efforts to have the consumers 
join a co-operative association to operate the system, where the subdivider 
sells lots directly and advertises that water is available, this being considered 
an unequivocal holding out to serve the public, p. 122. 

Return, § 115 — Water company. 
2. Water rates yielding a return of approximately 5.5 per cent were con- 
sidered reasonable and just, p. 126. 


¥ 


By the Commission: R. B. Lorch Read Investment Company, 1324 
and seven other persons on April 19, West Wisconsin avenue, Milwaukee, 
1950, filed a complaint with the Com- Wisconsin, hereby petition the Public 
mission concerning rates and charges Service Commission to investigate the 
of The Read Investment Company, rates, charges, and practices of said 
1324 West Wisconsin avenue, Mil- utility on the ground that the same 
waukee, which renders water service are unreasonable and exorbitant and 
to the complainants in the Green Tree further petition the said Commission 
Valley subdivision in the town of Mil- to fix and determine a fair and reason- 
waukee, Milwaukee county. Such able rate.” 
complaint reads as follows: A notice of investigation and hear- 

“We, the undersigned property "8 and assessment of costs was issued 


owners and residents of Green Tree © May 12, 1950. 

Valley subdivision located in the town APPEARANCES: R. B. Lorch and 
of Milwaukee, Milwaukee county, R. C. Gundersen in person and by 
Wisconsin, all of whom are served by Herbert L. Mount, Attorney, all of 
private water utility known as The Milwaukee, for complainants; Nor- 
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man C. Skogstad and James R. Walk- 
er, Attorneys, both of Milwaukee, for 
The Read Investment Company. 

After the defendant filed a brief 
on August 3, 1950, at the request of 
the parties, the matter was held in 
abeyance until June 20, 1952, this 
year, when the Commission was noti- 
fied that negotiations of the parties 
had failed. Additional briefs were 
submitted, and the filing thereof com- 
pleted on August 4th. 


Findings of Evidentiary Facts 

The Commission finds the essential 
evidentiary facts herein to be the fol- 
lowing: 

A water system was installed and 
is operated by The Read Investment 
Company, a real estate subdivider, to 
supply water to the purchasers of lots 
in the Green Tree Valley subdivision 
in the town of Milwaukee. There are 
41 lots. 

The subdivider intended to form a 
“water co-operative” of lot owners and 
donate the plant and equipment, in 
which the subdivider had invested 
about $15,000, to the so-called co- 
operative. At the time of the hearing 
there were 8 houses completed and one 
partially completed, no co-operative 
had been formed, and the subdivider 
operated the system and billed the 
lot owners for expenses of operation. 

The water mains are located in Elm 
Tree road and North Ironwood lane. 
The subdivision is a part of govern- 
ment lot 1 in the southwest quarter of 
the northwest quarter of section 20, 
town 8, range 22 east. The water 
utility plant consists of wells, a build- 
ing to house pumping equipment, 
pumping equipment, mains, hydrants, 
and laterals. At the time of the hear- 
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ing 55 per cent of the mains were 
unused. Of the residential building 
lots, 38 abut existing mains. 

The plant is about eleven years old. 
The unused mains and hydrants are 
considered as being properly a part 
of the investment for real estate de- 
velopment until such time as additional 
water customers become available. 

The rate base estimated from orig- 
inal records follows: 


$15,106.83 
3,509.06 


Original cost of water plant 
Less nonused mains and hydrants .. 


Estimated cost of water plant in 
service $11,597.77 
Less estimated accrued depreciation $4,576.00 
$7,021.77 
$225.00 


$7,246.77 


Net water plant in service 
Allowance for materials and sup- 
plies and working capital 


Rate base 


Operating expenses for an eighteen 
months’ period ended April 15, 1950, 
totaled $887.58. From a review of 
such operating expenses it was esti- 
mated that annual operating expenses 
would approximate $492. Deprecia- 
tion expense on the plant in service was 
estimated at $416 a year. Taxes, ex- 
clusive of income taxes, will approxi- 
mate $155 annually. These items total 
$1,063, which amount, plus a return 
of 5.5 per cent on the rate base or $400 
a year, indicates annual operating ex- 
penses and fixed charges, plus a return 
component, totaling $1,463. 

Analysis of the operating expenses, 
fixed charges, and return component 
results in an assignment of $666 as the 
cost of providing public fire protection 
service for a one-year period and the 
balance of $797 as the annual cost of 
furnishing general service. Revenues 
from the existing eight customers total 
an estimated $375 a year with rates 
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established by The Read Investment 
Company. It would be necessary to 
serve not less than fourteen additional 
residential customers, or a total of 
twenty-two customers to earn general- 
service revenues of approximately $900 
a year to cover the above general- 
service costs of $797, plus estimated 
income taxes assigned to general serv- 
ice of $100 and $103 a year for addi- 
tional operating expenses resulting 
from providing service to added cus- 
tomers. 

If the ratio of estimated revenues 
from rates previously established by 
The Read Investment Company to to- 
tal general costs, including the return 
component, is applied to the $666 as- 
signed to public fire-protection service, 
the result is $300. This indicates that 
on the basis of the present partial 
operation a rate of $300 a year would 
be reasonable for public fire-protection 
service presently furnished to the town 
of Milwaukee at no cost. 


Opinion 


[1] The defendant challenged the 
jurisdiction of the Commission and 
contended that The Read Investment 
Company is not a public utility sub- 
ject to regulation by the Commission. 
The question, then, to be determined 
is whether the company with the plant 
and equipment furnishes water “either 
directly or indirectly to or for the 
public” within the meaning of those 
words as they appear in the foliowing 
portion of § 196.01(1), Statutes: 

“As used in Chapters 196 and 197, 
unless the context requires otherwise, 
‘public utility’ means and embraces 
every corporation, that may 
own, operate, manage, or control 

any plant or equipment or 
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any part of a plant or equipment, with- 
in the state, for the produc- 
tion, transmission, delivery, or fur- 
nishing of heat, light, water, or power 
either directly or indirectly to or for 
the public. ‘g 

The leading case in Wisconsin is 
Cawker v. Meyer (1911) 147 Wis 320, 
133 NW 157, 37 LRA NS 510, where 
it is said each case depends on its 
own facts. The court said at pp. 324, 
325: 

“ , . The use to which the 
plant, equipment, or some portion 
thereof is put must be for the public 
in order to constitute it a public utility. 
But whether or not the use is for the 
public does not necessarily depend upon 
the number of consumers: for there 
may be only one, and yet the use be 
for the public—as where a plant is 
built and operated for furnishing power 
to the public generally, but for a time 
finds one consumer who uses it all. 
If the product of the plant is intended 
for and open to the use of all the 
members of the public who may require 
it, to the extent of its capacity, the 
fact that only one or two thereof con- 
sume the entire product renders the 
plant none the less a public utility. On 
the other hand, a landlord may furnish 
it to a hundred tenants or, incidentally, 
to a few neighbors, without coming 
either under the letter or the intent 
of the law. (Emphasis sup- 
plied. ) 


The concept recognized above is in 
accord with the general rule as printed 
in 43 Am Jur (Public Utilities and 
Services) 573, where § 3 reads in part 
as follows: 


“In respect of the public service or 
use of public utilities, the word ‘public 
does not mean the whole public nor 
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does it mean all the people in a cer- 
tain area or political subdivision. 


Rather, it means individuals in gen- 
eral without restriction or selection to 
the extent that the capacity of the 
utility may admit of such service or 


We 1. + 6 

In Van Dyke v. Geary (1917) 244 
US 39, 61 L ed 973, 37 S Ct 483, 
a corporation was formed to acquire a 
tract of land and establish a town 
thereon. To supply residents and 
others with water the incorporators 
(Van Dyke and wife) introduced a 
water system which the court said 
developed rapidly. Mrs. Van Dyke 
pumped water on her own land, stored 
it in tanks on her own land, and then 
conducted it in pipes on her own land 
(strips reserved in the streets for con- 
duits being owned by her) and deliv- 
ered the water to purchasers at the lot 
line. Purchasers of lots bought on the 
agreement they might purchase water 
from the water system at rates fixed 
by her. As to the latter the court said 
(Brandeis, J.) at p. 48: 

= the character and extent 
of the use make it public; and since the 
service is a public one the rates are 
subject to regulation. 

“Counsel contend that the use is 
not public, because water is furnished 
enly to particular individuals, in ful- 
filment of private contracts made with 
the purchasers of town site lots. But 
there is nothing in the record to indi- 
cate that such is the fact. Purchasers 
seem to have bought merely with the 
oral understanding that water could be 
secured from the Van Dyke system. 
Affidavits filed by appellants state ex- 
pressly that their water system is op- 
erated ‘for the purpose of supplying 
the residents and inhabitants of said 


123 


Miami town site with water, and not 
for the purpose of supplying persons 
outside of said town site, or the public 
generally, with water.’ The offer 
thus is to supply all the ‘inhabitants’ 
within the given area; and that of 
course includes sub-vendees, tenants, 
and others with whom the Van Dykes 
had no contract relations. The fact 
that the service is limited to a part 
of the town of Miami does not prevent 
the water system from being a public 
utility. See Del Mar Water, Light & 
P. Co. v. Eshleman (1914) 167 Cal 
666, 681, 683, 140 Pac 591.” (Em- 
phasis supplied. ) 

This Commission has decided at 
least two cases on this subject, which 
are reported. 

Re Twin Lakes Park Asso. (1926) 
U-3460, PUR1927B 382. A real 
estate development company sent out 
a letter to all property owners in the 
plat to the effect that it was consider- 
ing the drilling of a deep well and the 
laying of mains to furnish a water 
supply, and asking if the owners would 
be “interested” and would subscribe 
a reasonable advance fee covering cost 
plus a “yearly tax’ for water, service, 
and upkeep. Sufficient interest was 
indicated, and service was furnished to 
thirty-six customers in 1924, fifty-nine 
in 1925, and sixty in 1926. The Com- 
mission said, at p. 384: 

“As the company holds itself out 
to furnish service to anyone living in 
the plat and as it charges for the service 
furnished there can be no question that 
it is rendering a public utility service 
and must be classified as a public utility 
subject to the regulations provided 
by the Wisconsin Statutes.” 

Re Mack (1928) U-3761, PUR 
1929A 183. The developer sold 9 
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lots and then, to promote the sale of 
lots, drilled wells and laid a water sys- 
tem. The developer then built houses 
and included in the price the cost of 
water service except a nominal charge 
of 50 cents a month to cover the cost 
of electricity for operating the pumps. 
No house was served that was not so 
built and sold by the developer on this 
basis, and it was his intention not 
to serve any house other than built by 
him, and the plant was insufficient to 
take care of service to others. The 
Commission said, at p. 185: 

“This case is different from the case 
of the Twin Lakes Park Association 
which was held to be a public utility 
‘in a decision rendered on December 
21, 1926, PUR1927B 382. In that 
case the real estate corporation at its 
own expense furnished the plant and 
distribution system and held itself out 
to serve any property owner in the 
plat upon payment of a specific connec- 
tion charge and an annual service 
charge. 

“The situation here presented is, we 
think, governed by the decision of the 
supreme court in Schumacher v. Rail- 
road Commission (1924) 185 Wis 
303, PUR1925C 228, 201 NW 241. 
Each of the parties who purchased a 
house from the Macks at a price cov- 
ering water and sewer service subject 
to a nominal charge became a partner 
in the enterprise to that extent. No 
intention of rendering service to or for 
the public is apparent. 

“The Commission finds that the op- 
erations of R. Mack and his son do not 
constitute them a public utility within 
the meaning of Chap 196 of the stat- 
utes.” 


Other decisions of courts and Com- 


missions appear in PUR Digest under 
heading ‘‘Public Utilities,” § 122. 

From the foregoing it would appear 
that there is much authority to the ef- 
fect that if a real estate developer holds 
itself out to furnish water to all in the 
plat, it holds itself out to serve the 
“public” and is a “public utility” as 
defined in § 196.01(1). 

In this case there is no doubt but 
that The Read Investment Company 
does serve 8 houses in the plat (one 
more house being in process of con- 
struction) and that it intends to and 
will offer service to all who may buy 
lots in the plat. If this was all the 
evidence on the subject, it would follow 
that Read thus holds itself out to 
serve the public and is a “public util- 
ity,” but there are some additional 
facts which require consideration. The 
record also shows that there is a re- 
strictive covenant in a document (re- 
corded in Milwaukee County Registry 
on January 8, 1948, in Vol. 2451 
Deeds p. 591, number 2763805 ) which 
provides: 

“No trade, business, or profession 
shall be conducted or carried on upon 
any of the property herein described, 
other than a co-operative water system 
for the purpose of supplying water to 
the owners of said tract. 

“All of the conditions, restrictions, 
and charges set forth in these restric- 
tions are imposed upon said property 
for the direct benefit thereof as a part 
of the general plan of development, 
improvement, building, occupation, 
and maintenance, hereby adopted 
therefor by The Read Investment Com- 
pany, and said conditions, restrictions, 
and charges shall run with the land 
and continue and be in full force and 
effect until 1960 and shall automat- 


96 PUR NS 124 


CS << ll 





LORCH v. READ INVESTMENT CO. 


ically be continued thereafter for a 
period of twenty years, unless by De- 
cember 31, 1959, the owners of at least 
three-fifths of the property hereby re- 
stricted, exclusive of streets and park 
areas, shall execute and acknowledge 
an agreement or agreements in writing 
releasing the land from any and all of 
the above restrictions, as to all of the 
land hereby restricted, and file the same 
for record in the office of the Register 
of Deeds, Milwaukee county, Wis- 
consin.”” 

A contract also dated January 8, 
1948, between The Read Investment 
Company and William F. Thalman and 
Edmund J. Schrang whereby Read 
gave Thalman and Schrang the ex- 
clusive right to buy the 41 lots in 
the subdivision at specified prices on 
which they would build houses, it being 
provided they would buy a specific 
number each year. Said contract pro- 
vided upon payment of the price for 
any lot Read would convey said lot 
by warranty deed subject to the above 
restrictive covenant, said deed to fur- 
ther provide : 

that at such time as a 
nonprofit co-operative corporation is 
organized for the purpose of supplying 
water to the owners or users of the lots 
included within said tract, the owner 
of said lot will become a member of 
said co-operative organization and 
comply with the bylaws, rules, and 
regulations of such organization—to 
be formulated by its members. 

“The owner agrees to take steps 
looking toward the formation of a 
co-operative water organization, 
which is to operate the water system 
and to supply water to the owners and 
occupants of the property in question, 
but it is specifically understood and 
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agreed that nothing herein contained 
is to be construed as a guaranty on 
the part of the owner that the water 
thus produced will be adequate either as 
to quality or as to quantity; nor is it 
guaranteed by the owner that the co- 
operative organization which it pro- 
poses to form will receive the neces- 
sary approval of state, county, and 
town authorities to supply water to 
the owners and users of the property 
in question. . . . 

“7. It is expressly understood and 
agreed that in the event of the aban- 
donment of the present building located 
on lot five (5) in block one (1), now 
used for a pumping station, such land, 
exclusive of the building, pumping, 
and other equipment contained there- 
in or thereon, shall revert to the owner 
of lot four (4) in block one (1); 

” 


The builders did not comply with 
the agreement to purchase a specified 
number of lots, and the contract was 
terminated in writing early in 1949. 
There were some unsuccessful prelim- 
inary steps taken by Read to form a 
co-operative. Company witnesses said 
they were waiting to have the pumping 
station more nearly completed and 
brought up to ultimate capacity, but 
contemplated that when the proper 
time arrived it would turn the plant 
and equipment, in which it had in- 
vested $15,000, to the so-called co- 
operative. 

The property owners claim no 
knowledge of the foregoing contrac- 
tual provision. Read claims only 
constructive notice of the restrictive 
covenant, and nothing more. The 
property owners also claim that Read 
has been in control of the system, has 
operated the same, and has made all 
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decisions regarding its purchase, in- 
stallation, and operation. The record 
also shows that meters, which were 
installed by the builders became the 
property of the house owners, were 
read by an employee of Read on three 
occasions. One bill was submitted, 
which Read claimed was not a bill 
for water service but to reimburse part 
of the expense of service. 

Read also admitted that the com- 
pany sells houses direct. Its signs 
on lots mention that sewer and water 
are available. 

Had it not been for the latter fact, 
the Commission would be inclined to 
say the original intention was to form 
a co-operative and offer water on that 
basis which would take it out of the 
class of ‘public utility” since the mem- 
bers would be serving themselves 
(Schumacher v. Railroad Commission, 
supra), and the various steps by Read 
were only part of the plan to carry it 
out. Such intention is of significance 
whether or not communicated to lot 
owners. See Milwaukee v. Public 
Service Commission (1942) 241 Wis 
249, 256, 46 PUR NS 287, 5 NW2d 
800. However, since termination of 
the agreement with Thalman and 
Schrang in 1949, Read now sells lots 
directly and advertises that water is 
available. This appears to be a de- 
parture from the original plan and an 
unequivocal hoiding out to serve the 
public. 

Having concluded that the defend- 
ant is a public utility, the Commission 
will fix rates herein for such public 
utility. 

The Commission believes that it is 
reasonable to make rates on the basis 
of not less than twenty-two customers, 
since a total of 38 lots abut on existing 
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mains. On such basis existing rates 
for general service are reasonable, and 
a fire-protection service rate of $300 
to be adjusted as additional houses are 
built in the area should be established 
in lieu of the free service previously 
provided. 


Findings of Ultimate Fact 


The Commission finds : 

1. That The Read Investment Com- 
pany holds itself out to and does fur- 
nish water and water service to the 
public in the plat known as Green 
Tree Valley subdivision located in the 
town of Milwaukee, Milwaukee 
county, Wisconsin. 

2. That present rates of The Read 
Investment Company for general water 
service are reasonable and just but 
that present rates for fire-protection 
service to the extent herein modified 
are unreasonable and unjust. 


3. That the net book value of the 
defendant’s property and plant less 
estimated accrued depreciation reserve 
plus materials and supplies, and work- 
ing capital is $7,246.77 and that such 
value constitutes a reasonable and 
proper base for rate-making pur- 
poses. 

[2] 4. That the rates ordered here- 
in will yield a return of approximately 
5.5 per cent on the above rate base 
and that such rate of return and the 
rates ordered herein are reasonable 
and just. 

The Commission concludes : 

1. That The Read Investment Com- 
pany is a public water utility in the 
Green Tree Valley subdivision in the 
town of Milwaukee, Milwaukee 
county. 

2. That the Commission has power 
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under §§ 196.03, 196.20, 196.26, and 
196.37 of the Statutes to issue an 
order prescribing just and reasonable 
rates for The Read Investment Com- 
pany water service and that an order 
prescribing the rates hereinafter spec- 
ified should be entered. 


ORDER 


The Commission therefore orders: 

1. That The Read Investment Com- 
pany shall file as a public water utility 
and place in effect the following sched- 
ule of rates: 


Public Fire Protection Service to the town of 
Milwaukee for the Green Tree Valley sub- 
division : 

Annual charge when 8 residential customers 
are served, $300 

For each additional residential service cus- 
tomer connected to the water mains there 
shall be added to the annual charge for 
public fire-protection service $32 a year, 
until the annual rate for fire-protection 
service totals $748. 

General Service 

Service charge—$5 each quarter 
Ovtput charge: 
Each 100 cu. ft. of water used at 10 cents 


2. That such schedule of rates shall 
become effective for all service fur- 
nished by said company on and subse- 
quent to the first meter-reading date 
following the date of this order. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Detroit Edison Company 


D-1722-52.1 
November 3, 1952 


pen coe by electric company for authority to revise its 
4 rules with respect to resale of service by trailer park opera- 





tors to trailer tenants; granted. 


Service, § 328.1 — Electricity — Distribution at trailer park. 


An electric company was authorized to revise its rules with respect to resale 
of service by trailer park operators to trailer tenants and to inaugurate 
a resale rider applicable to trailer parks providing that the park operators 
can purchase energy for resale to tenants, if the energy is separately metered 
and billed at the residence rate and that the meters measuring service to 
trailer tenants shall be accurate within plus or minus one per cent and shall 
be tested at intervals of three years. 


~ 


By the Commission: On October 
27, 1952, The Detroit Edison Com- 
pany filed with this Commission an ap- 
plication requesting approval of a pro- 
posed revision in its filed rules for re- 
sale of electric service, to incorporate 
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therein provision for the resale of elec- 
tric energy by trailer park operators to 
trailer tenants, and to inaugurate a 
resale rider applicable to trailer parks. 
Applicant presently has on file its 
Resale of Service—Rule No. 4, Orig- 
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inal Sheet No. B-4, said rule incor- 
porating a provision whereby certain 
customers may purchase electric en- 
ergy for resale provided their basic 
requirement is in excess of 100 kilo- 
watts. 

Applicant proposes a revision of 
said rule whereby electric energy may 
be purchased for resale provided the 
requirement of customers other than 
trailer park operators regularly ex- 
ceeds 20,000 kilowatt hours per 
month. 

Applicant represents that presently 
the monthly requirement of all of its 
customers having resale riders at- 
tached to their contracts is in excess 
of 20,000 kilowatt hours. 

Applicant further proposes to in- 
augurate a resale of service provision 
applicable to trailer park operators and 
to incorporate said provisions in its 
revised aforementioned Rule No. 4. 

Applicant represents that such pro- 
vision will permit trailer park opera- 
tors to purchase energy for resale to 
tenants provided that energy is sep- 
arately metered and billed at the resi- 
dence rate. Authority for resale, 
which must be secured from the com- 
pany, will be evidenced by a rider at- 
tached to the contract. 

Applicant further represents that 
provisions are made whereby the elec- 
tric meters measuring service to trailer 
tenants shall be accurate within plus or 


minus one per cent and shall be tested 
at intervals of three years. Meters not 
accurate within plus or minus one per 
cent shall be removed from service un- 
til repaired. 

The Commission having carefully 
considered the matter before it, and 
being advised in the premises finds 
that The Detroit Edison Company’s 
application dated October 27, 1952, 
requesting authority to revise its Rate 
Schedule Sheet No. B-4, Rule No. 4 
--Resale of Service and proposed re- 
sale rider forms should be approved. 

Therefore, it is ordered that The 
Detroit Edison Company shall file 
with this Commission a rate sheet and 
resale rider forms that conform sub- 
stantially with the proposed rate sheet 
and rider forms attached to the appli- 
cation, a copy of which sheet and 
forms is attached hereto as Exhibit 
-_ 

It is further ordered that the ap- 
proval herein given is without preju- 
dice to the power of this Commission 
at any time on its own motion or on 
petition of any interested party to in- 
quire into and investigate the rates, 
charges, practices, and services hereby 
approved. 

The Commission retains jurisdic- 
tion of the matters herein contained 
and reserves the right to issue such 
further order, or orders, as the circum- 
stances may require. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Delaware P & L Plans 
$16,000,000 Expansion 


nome ype Power Licht CoMPAny plans to 
spend more than $16,000,000 in 1953 to 
expand and improve generating, transmission 
and distribution facilities throughout its sys- 
tem. 

The 1953 expenditures will continue the 
company’s postwar expansion program on the 
Delmarva peninsula, according to Stuart 
Cooper, president. Since World War II, the 
firm has spent over $78,000,000 on improve- 
ments and the 1953 program will raise this 
total above $94,000,000. 

Major project on next year’s agenda is the 
addition of a third turbo-generating unit at 
the new Edge Moor station. Ground-breaking 
for this unit is scheduled for this month, 
with completion set for the late fall of 1954. 
The new generator, with an ultimate capacity 
of 78,000 kilowatts, will be larger than either 
of the two units already installed and will 
operate at higher pressures and temperatures. 


Thomas & Betts Names Klosin 
Manager of Utility Division 


{ey J. Kiostn has been named manager 
of the utility division of the Thomas & 
Betts Co., Inc. it was announced by N. J 
MacDonald, vice president. The new appointee 
has nearly 14 years of experience in the electric 
power field as a sales engineer with the James 
R. Kearney Corp. and as a field engineer for 
the Burndy Engineering Company. 


Meyercord Offers Fire Ex- 
tinguisher Locator Decals 


TT Meyercorp Co. of Chicago now offers 
special decal transfer sets for use on 
various types of fire extinguishers, with larger 
decals of the same design to help locate the 
proper extinguisher to be used in case of fires. 
Each set includes a larger decal, 9 in. by 8 in., 
that is placed high on the wall or some nearby 
object above the fire extinguisher so that it is 
clearly visible for immediate location in case 
of emergency. The smaller decal in the set, 13 


Indiana & Michigan Plans 
Largest Construction Program 


) a jp sees $33,000,000 in construction is 
planned for 1953 by the Indiana & Michi- 
gan Electric Co. 

The program is the largest of any single 
year in the company’s history, according to 

. V. Sorenson, I & M vice president and 
general manager. It represents a 20 per cent 
increase over the 1952 construction. The ex- 
pansion is being made necessary by the in- 
creasing demands for electric power by all 
types of users in the company’s service area. 
Indiana & Michigan Electric Company serves 
237,714 customers in North and Central 
Indiana and Southwestern Michigan. 

More than $14,000,000 has been set aside in 
the 1953 construction budget for investment 
in the utility’s Tanners Creek generating sta- 
tion at Lawrenceburg, where a 200,000-kilo- 
watt turbo-generator, one of the largest in the 
world, will be built. 

Other items in the I & M construction plans 
for 1953 include enlargement of the company’s 
transmission and distribution facilities to in- 
crease the avenues of supply to the 148 com- 
munities served. 


Detectron Redesigns 
Pipe Detector 


HE Detectron Model 505 Pipe Detector 

has been redesigned with a new circuit in 
order to utilize new developments made dur- 
ing the past year and a half, according to the 
manufacturer, Detectron Company. Improve- 
ments include sharper cut-off (which enables 
two buried pipes running close together to be 
detected separately), longer battery life and 
greater circuit stability. 

The company announces that the new instru- 
ment was recently tested by a large Southern 
California gas company and, as a result of 
these tests, which covered a period of three 
days, placed an order for 100 of the 505’s. 

According to the manufacturer, the instru- 
ment may be used in many ways. Pipes and 
cables whose location is unknown can be 


(Continued on page 26) 





in. by 2 in., is a miniature of the larger and is 
placed immediately on the extinguisher. There 
are three different sets available . . . for the 
three standard types of fire extinguisher ma- 
terials. Identification for storage and use of 
the extinguisher is established through varia- 
tion of design, color, and copy. 

For prices and information, write to The 
Meyercord Company, 5323 W. Lake street, 
Chicago 44, Illinois. 


METER SEALER 


e@ Complete with wire snips. 
Sturdy steel, with powerful 
leverage, yet lightweight. 
Flat lettered dies included, 

4. (with slotted or recessed 


Write for . 
ies $6.75) 


FREE Catalog. 
A. C. GIBSON CO., INC. sufrato's, N.Y. 
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INDUSTRIAL PROGRESS—( Continued) 





quickly detected. Their position can be found 
exactly. Their depth can be estimated accurate- 
ly and they can be traced any desired distance. 
Valves, services, and stubs can also be located 
accurately, 

Full information can be obtained by writing 
to the Detectron Company, 5631 Cahuenga 
Blvd., North Hollywood, California, and ask- 
ing for folder 62. 


Southern California Gas to 
Spend $25,000,000 in 1953 


Fe the seventh consecutive year since the 
end of the war, Southern California Gas 
Company in 1953 will invest more than $25,- 
000,000 to keep abreast of expansion, F. M. 
Banks, president, announced recently. 

About $8,400,000 of the total annual budget 
for 1953 will be used for new service con- 
nections, the company estimates, and an addi- 
tional $8,250,000 will be expended on pipe- 
lines and facilities to expand the gas trans- 
mission system, 


Industrial Radio Offers Portable 
2-way Radio Packset 


PORTABLE 2-way radio packset for indus- 
trial, police, fire, utility and conservation 
department applications has recently been in- 
troduced by the Industrial Radio Corporation. 
According to the manufacturer, the Pak- 
Fone consists of a powerful 8 tube transmitter 


and a sensitive 15 tube receiver and is com- 
pletely self powered. It conforms with F.C.C. 
licensing regulations and is designed to pro- 
vide dependable 2-way radio telephone com- 
munication between other portable stations, 
mobile or fixed stations. 

Optional power supplies permit the Pak- 
Fone to be used also as a mobile station with 
a 6 volt automobile battery as the power source 
or as a fixed station using 115 V.A.C. for 
power. 

Complete description and technical specifica- 
tions of the Pak-Fone may be obtained by 
writing to Harold Heimark, Industrial Radio 
Corporation, 428 N. Parkside avenue, Chicago 
44, Illinois. 


Pennsylvania Electric Expects to 
Spend $40,000,000 in 1953 


Pewmsreranns E.ectric CoMPANY expects 
to spend $40,000,000 this year for new and 
improved generating, transmission and dis- 
tribution facilities, according to O. Titus, 
president. Last year, $24,000,000 was spent for 
construction. 

The 1953 expenditures will bring the total 
construction figure to $143,000,000 for the 
eight-year period which started in 1946. 

Biggest items in the 1953 budget include 
a total of $23,974,738 allocated for work on 
new and existing steam stations, $8,932,797 
for distribution lines and $4,650,669 for trans- 
mission lines. 





Lo, the poor greyhound 


With all his reputation for speed, he can’t hold a 
candle to Sorg when it comes to meeting a rush- 
rush deadline. Sorg, for over thirty years special- 
ists in all types of financial, corporate and legal 
printing, is uniquely geared to combine speed 
with unerring accuracy. 


We handle design, specification of format, com- 
position, printing, binding and mailing all under 
one roof . . . we're available round the clock 
. . » we offer the use of procedure manuals, 
conference rooms, transportation facilities. But 
most important of all, we maintain a standard of 
quality consistent with the prestige of our clients. 





CONFIDENTIAL 
SERVICE 
SINCE 1920 
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WHICH OF THESE SERVICES WILL HELP YOU? 


At your Suaeetiye are EBAsco specialists to help solve your business problems quickly 
and economically. 


Need help with financin ay During the past few _— EBasco has advised on the rais- 


ing of over two billion dollars in new capital. Industrial relations? EBAsco assists in 

Ss and Soe an ustrial relations programs. Esasco has designed and 
uilt over one billion do worth of new plants. Esasco has developed insurance 

pension and safety programs ... solved production and plant layout problems and 

performed many similar services for business and industry throughout the world. 

To find out how EBASco can serve you best, send for ‘“The Inside Story of Outside 

a i, Ebasco Services Incorporated, Dept.W, Two Rector Street, New 
or 


EBASCO SERVICES 


yey, INCORPORATED 


A EBAScopy New York + Chicago - Washington, D.C. 


 tggreea - oe - 8 Dustness Studies © Cansaiting Eegineerny = xags & Commtreetinn © Pameoter 
"Ny tadestrial Relations - taspection & Expediting - insuransn, Peatioss & Safety 
208 couse Offies Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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LEFFEL Hydraulic Turbines 


...@ standard of quality since 1862 | 





Leffel hydraulic turbines have mea 
quality since the first Leffel turbine wa 
built in 1862. In the years followin 
that time the plant has been moder 
ized, and the newest equipment he 
been added. But that original poli 
of integrity and quality, begun ove 
91 years ago, has remained unchanged 
A Leffel turbine is still designed an 
manufactured to give decades of sen 
ice (there are Leffel turbines in us 
today which were installed over half! 
century ago). Time has shown that th 
quality features of a Leffel turbine pa 
dividends in dependability and eff 


ciency for the power plant. 


The turbine installation in a hydravigil™ 


power development must give mat [ks 
years of reliable service. With Lefam iim 
turbines you can be sure. Write, wi 


or phone today. 


= THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC POWER FOR 31 YEAR: 
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“Gets more work done... 


“a . 
we Pa ee 


IT’S TOMORROW'S TRUCK TODAY because it doe 
more work ... in less time... at lower cost... i 
all kinds of utility services. The White 3000 provide 
new maneuverability ... much shorter turning radiu 
... Step-saving, roomy cab... economy and efficienc 
in every feature. 

Find out how it fits your operating conditions o 
specialized work assignments. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


Sp For more than 50 years the greatest name in truck 


OMAHA PUBLIC POWER DISTRICT, Omaha, Neb., he 
this White Model 3020 six-wheeler in their servic 
operations. Shorter wheelbase for better maneuve 
= ability in close quarters ... roomy, comfortable cab.. 
" wide-angle visibility ... substantial maintenance saving 


— 


bs its cab fo service 


— 


(™ 
e Lt eae 
panes a | 


SUPER POWER 
3000 
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Serving the public 


and industry = 
24 hours a day! - 


The Manufacturers Light and Heat Compe 


United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 
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GASAPACK 


Space-Heater Control 


Oa BI A I Sa 


T’s easy to see the difference between old- 

fashioned methods of gas control and this 
up-to-date Model 54 Gasapack. Used on 
modern space heaters, it gives you many 
sales and operating advantages. 

For example, the new “Comfort Snap” 
control — instantly added to any A-P Model 
54 Manual Gasapack — converts it immedi- Here’s what you get with the 
ately to automatic temperature control. “Comfort Snap" Control 

lt modulates from high to low fire .. . i: i: chon a 








@ Sensitive vapor-charged 
thermo-bulb _ efficiently 


then quietly snaps off if no further heat is ee See 
needed. When heat is again required, the 
control snaps the fire back to at least 50% 
of high fire . . . then modulates to suit tem- 
perature demands. 

Silent, smooth and trouble-free, this silent 
control eliminates fluttering and popping of 
flame — bans chattering, groaning and vi- 


bration. Write for Bulletin 6220 today. 





— plus fully automatic 
control. 

Ne wiring: no wall ther- 
mostat. Attached to man- 
ual Gasapack in only a 
few minutes, 
Completely automatic 
action; modulation from 
high to low fire. 

If low fire furnishes too 
much heat, burner snaps 
off — but SILENTLY! 


regulates burner opera- 
iion, 
There’s no “‘bang-on... 
““*bang-off.’” You get no 
hums, clicks or chatter— 
no fluttering or popping. 
Maintains constant, 
healthful room tempera- 
tures in any weather. 
Stimulates heater sales 
. insures customer 
satiofs action. 








CORPORATION 


2400 N. 32nd Street, Milwaukee 45, Wisconsin 
In Canada: A-P Controls Corporation, Ltd., 
Cooksville, Ontario 


A-P CONTROLS 
(p) Ce 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 


: 
: 


February 12, 195 





' 
really make is time} 








it’s faster to hang a wall than to pile it up... 


Little blocks, say 2’’ x 4” x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, row, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alum 
num, stainless steel, galvanized and black 
in lengths up to 25". 


Q-Panels, 3" in depth with 14" of incombus 
ble insulation, have a thermal insulation vale 
superior to that of a 12"' dry masonry wall wit 
firred plaster interior. A single Q-Panel with # 
area of 50 sq. ft. can be erected in nine minuts 
with a crew of only five men, and twenty 
workmen have erected as much as an acre of wil 
in three days. 


Q-Panel construction is quick, dry, clean, asl 
offers an interesting medium of archit 
expression. 


PA, 


PITTSBURGH, 


Offices in 50 Principal Cities 
World-Wide Building Service 


H. H. ROBERTSON CO., 
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Meters can | 
ead faster 
without lose 
of accuracy 


IBM Mark Sensing provides a remarkably 
rapid and reliable method of recording 
meter readings. It makes the reader’s 
job easier, too. 

Readings are recorded simply by pencil 
strokes on the face of an IBM Card. The 
marks are translated electronically into 
punched holes from which bills are 
machine-prepared. 

There’s no arithmetic, no handwriting, 
no chance of error in transcription. 


—_— 
,40 eiew ° 


4 


e4.234° 


3 
wEMaees 


wa 
serv 


From meter reading to finished bill, 
through all other phases of utility ac- 
counting, IBM can speed and simplify 
the job. For full information, write Dept. D 
for our booklet, JBM Customer Account- 
ing for Utilities. 


( IBM 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 
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KINNEAR Steel Rolling Doors 


answer widest range of door needs 


This all-new 1953 catalog gives you full, the protective Kinnear Steel Rolling 
up-to-the-minute information on how to Grilles. Write for your FREE copy TODAY! 
save maximum space, Cut costs, boost effi- The KINNEAR Mfg. Co. 
ciency and get more protection at door- A 
P ce 3° —- ‘actories: 

ways, in old or new buildings. In addition 2060-80 Fields Ave., Columbus 16, Ohic_ 
to complete data on Kinnear Steel Rolling 1742 Yosemite Ave., San Francisco 24, Calif. 
Doors—the doors with the famous, Kin- Offices and Agents in Principal Cities 


near-originated curtain of interlocking 

steel slats—it tells all about Kinnear Steel INN E AR 

Rolling Fire Doors, sectional type Kinnear 

Wood and All-Steel RoL-TOP Doors, and ase oe» r—ecmmaael 
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PROFESSIONAL DIRECTORY 


This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 


Tae American ApprRaisaL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 


ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO MILWAUKEE SAN FRANCISCO 


NEW YORK WASHINGTON 
and other principal cities 
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CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 


PHILADELPHIA 


NEW YORK 
DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


ford, Bacon & Davis 


ONSTRUCTION 


VALUATIONS Jy int c 
Gg COTS “rate CASes 


REPORTS 
NEW YORK @ CHICAGO @ LOS ANGELES 


CHICAGO 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
LOS ANGELES 





NEW YORE 


GA GILBERT ASSOCIATES 











INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK - READING - WASHINGTON + HOUSTON * PHILADELPHIA - ROME * MANILA + MEDELLIN 





FOUNDED 1906 
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PROFESSIONAL DIRECTORY (continued) 





W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street 2 CHICAGO * Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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PROFESSIONAL DIRECTORY (continued) 
Tne Ru ljia n Coypounlion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





GAS 
ELECTRIC 
WATER 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS “PROBLEMS 
for past 35 years 


Send for brochure: ‘The Value of Cost Analysis to Management’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES 
SAFETY 


TAXES 


MIDDLE WEST FINANCE 


PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


SALES PROMOTION 











331 SOUTH LA SALLE STREET. 


Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND ¢ SPECIALISTS IN 


OPERATING ENGINEERS FH ACCOUNTING, FINANCING, RATES, 
PURCHASING \ i INSURANCE AND DEPRECIATION 





CHICAGO 4, ILLINOIS 
















IN THE 





OUTSTANDING 
INDUSTRY 





Complete Services for 


J Aleta t@ ACLs Co, Gas and Electric Utilities 


DESIGN - ENGINEERING - CONSTRUCTION ro —B; . , 2 gy —e 
es - 

Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. pe Piping ° Sauipmenn ae ever Plants 

Alterations * Expansions 
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PROFESSIONAL DIRECTORY (continued) 





THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. 


BIRMINGHAM, ALA, 








SANDERSON & PORTER 


ENGINEERS 
AND 


CONSTRUCTORS 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, lil. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST, PAUL STREET 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. 


Cousulting Engineers 


Water, Seve and Industrial Wastes Problems 
rhelds, Ls incinerators, Dams 
Flood Control 


‘ower Plan 
dustrial —- 
ppraisals and Rates 


“te 
i R 
City Planning, Se 
121 SOUTH BROAD ST. 


PHILADELPHIA 7 


EARL L. CARTER 
Consulting ae 


Public Utility Valuations, Reports and 
salty Ve mal Cost Studies 


910 Electric ; Bailding Indianapolis Ind. 














Boppy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 


Economic and Thermodynamic Studies 
ai ™ Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 Se. LaSalle St., Chicago 4, tL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


' Renorte—A 
port 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Microwave Services, Inc. 
“Architects of Modern Communications” 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


45 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 

E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electrio Power Projects 
Transmission Lines, System . 
Dams, Foundations, Harbor Structures, 

Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — PowER STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 








Testing + Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Boston * Pon ret a Angeles 
Memphis + New York * Philadelphia * Providence Dallas 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatiz Sr., Cuicaco 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
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39 —such as the NATIONAL CASH ou RECISTER, CATERPILLAR TRACTOR, 


Vv CENTRAL FIBRE PRODUCTS, LOUISVILLE CEMENT AND BRIGGS 
= MANUFACTURING COMPANIES, SOUTHERN’S engineered industrial 
4 coals are a material factor in economical plant operation. They are represen- 
19 tative of the wide selection available from SOUTHERN’S extensive, com- 
15 pletely mechanized operations in Ohio, Western Kentucky, Indiana, Illinois 
37 and Alabama. Typical is this big, modern Vogue Mine in Western Kentucky. 
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SOUTHERN 'S unirorm ousurr 


COALS—HELP MAINTAIN ECONOMICAL 
BALANCE BETWEEN FUEL AND PRODUCTION 
a ae 


Right coal application in your power plant — as in all in- 
dustries, is an important factor in femateg steam and 
production costs. 

— SOUTHERN’S comprehensive coal service, including a 
staff of experienced combustion engineers will help you. 
Based on thorough equipment analysis, SOUTHERN’S 
recommendations are specific to your requirements, and 
proved by burning tests in your boilers. Their soundness is 
continuously being demonstrated in the boiler rooms of all 
types of industry through improved combustion, better 
coal utilization, lower steam costs and substantial fuel 
economies. 

Let SOUTHERN help you make such savings. They offer 
an outstanding selection of thoroughly me precision 
sized and laboratory tested coals. Engineered to rigid in- 
dustrial specifications for quality, uniformity and freedom 
from impurities, they give you the added long term insur- 
ance of dependable supply — 10,000,000 tons annual ca- 
pacity from 16 modern coal mines. 
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STORE YOUR COAL SAFELY — ECONOMICALLY 
READ THIS HELPFUL BOOKLET 


Written by Joseph Harrington—one of America’s fore- 
most combustion engineers and authorities on Coal; its 
history, chemistry, properties, preparation; and efficient 
utilization, storing and handling. 


WRITE FOR YOUR FREE COPY. 
wOU CAN RELY ON SOUTHERN'S ENGINEERED INDUSTRIAL COALS 
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VOLTAGE IMPROVEMENT obtained with switched capacitors is discussed by 


(right), System Planning Engineer for Pennsylvania Electric, and A. M. Dawson. 


~ 


F. M. Re 
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Representative. Blackboard diagram summarizes effect of capacitors on system regulati 


G-E switched capacitors help regulate 
voltage on Penelec’s whole system 


120,000 kvar of capacitors give system-wide voltage-boost, 
release kilowatt capacity—reduce system investment. 


prove voltage regulation throughout 
POC at | 


To complement its generator bus regula- 
tion, the Pennsylvania Electric Company 
of Johnstown, Pa.. has installed 120.000 
kvar of switched capacitors. Within the 
next year, this will be increased to 150.000 
kvar or 1 kvar for every 3.61 kw of its 
estimated 1953 peak load of 516.000 kw. 

The automatically controlled capacitors 
assure adequate local generation of kilovars 
and prey ide a needed voltage boost on distri- 
bution circuits. But they do more than this. 

By relieving transformer, transmission, 
and generating facilities of reactive load, 


the capacitors reduce voltage drop and im- 


entire system—as much as 
load at the distribution level. 


This permits the Penelec svstem to ca: 


s 


more kilowatts within the limits of go. 


regulation. And since the cost of capacit 
needed to release capacity is less than 
cost of new capacity, the system investin 
per kilowatt is reduced. 

G-E capacitors may prove economica 
your system, too. For more informal 
get in touch with vour local G-E Appat 
Sales Office. General Eleetrie Compa 
Schenectady 5, New York. 
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